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In safe hands... even at 60 below! 


Do YoU REMEMBER when winter meant storing the family 
car till spring? Not so many years ago, a car owner's fear 
of an ice-shattered motor was a dread reality ... if he didn’t 


drain his radiator and store his car once cold weather hit! 


What was needed—acutely—was an automobile anti-freeze 
that would prove always dependable yet economical. One 
that would hold up under any operating temperature. That 
wouldn’t foam and boil away. That would resist rust and 


corrosion to the nth degree. 


That’s where Union Carbide research entered the picture. 
The result? “Prestone” anti-freeze. Since then this product 
—the first all-winter anti-freeze—has assured millions upon 


millions of motorists of ever-improved driving performance, 


Trade-marked Products of Divisions and Units include 


PRESTONE and TREK Anti-Freezes * NATIONAL Carbons 


with assured safety, throughout the bitterest weather. 


This is but one example of the way the people of Union 
Carbide are helping to better our daily living. And UCC 
stands ready to help solve other problems . . . wherever 


better materials and processes are needed. 


FREE: Jf you would like to know more about 
many of the things you use every day, send for 
the illustrated booklet, ‘* Products and Processes.” 
It tells how science and industry use UCC’s 
Alloys, Chemicals, Carbons, Gases and Plastics. 


Write for free Booklet I. 


Union CARBIDE 


AND CARBON CORPORATION 


30 EAST 42ND STREET [I] NEW YORK 17, N. ¥. 


¢ EVEREADY Flashlights and Batteries * ACHESON Electrodes 


SYNTHETIC ORGANIC CHEMICALS + PREST-O-LITE Acetylene * LINDE Oxygen + PYROFAX Gas 


BAKELITE, KRENE, VINYON, and VINYLITE Plastics * 


ELECTROMET Alloys and Metals 


HAYNES STELLITE Alloys 
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The ghost of Jules Verne would chuckle 
over this: 

Oil—after waiting 500-million years in 
the geologic traps of the Continental Shelf 
-is being produced from beneath the 
coastal waters of America. 

For almost twenty years, oil fields were 
known to be hidden under the ocean 
depths. Yet it was not until recently that 
Scientific research supplied the tools and 
the methods to tap the billions of barrels 
of crude believed to be locked in Davey 
Jones’ Locker. 

Today, miles from shore, strange-look- 
ing oil well “islands”, specially designed 
to withstand 125-mph hurricane winds 
and 20-foot waves, are drawing oil from 
beneath U.S. coastal waters. 

The dramatic development of marine 
drilling, however, is but one example of 
the oil industry’s endless quest for in- 
creased knowledge of where oil is and 
bow to extract it to help meet future 
demand... 

Aerial surveys, using advanced equip- 


“Vision is Indispensable to Progress” 


ment to break down formidable geologic 
and geographic barriers, are charting pos- 
sible oil deposits in formerly inaccessible 
swamps and jungles... 

Pilot plants are experimenting with 
methods of squeezing oil from the shale 
of the western mountains. And, already, 
industrial research has found how to 
transform coal into petroleum... 

Meanwhile, in the laboratories—where 
part of the oil industry’s $100,000,000- 
per-year research program is carried out 
—scientists are working hard to discover 
new uses for petroleum. 

Today, petroleum is used in making 
some 1200 products—from lipstick and 


BANKERS TRUST COMPANY 


NEW YORK 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


They unlocked Davey Jones’ locker 
and found a new oil frontier 


linoleum to synthetic rubber and insect 
sprays. And, tomorrow, oil converted into 
many new products will provide still more 
comfortable lives for the public the oil 
industry serves. 

The oil industry’s spirit of progress— 
its atmosphere of enterprise — is typical of 
all American industry. 

It is from our unfettered competitive 
system that America gains her impulse for 
progress — progress that means continued 
abundance ...a productive industry that 
benefits labor, management, and _ stock- 
holders alike ...and a progressively 
higher standard of living for millions of 
people. 














News within the News 








A WAY OUT OF STALEMATE IN STEEL STRIKE—Here are the ideas that could be the 
basis of a negotiated settlement of the steel strike. Stop arguing over words, says 
Carroll R. Daugherty, who headed the President’s fact-finding board in steel. 
Get a general agreement, end the strike, make a joint study of pensions and ar- 
range details later, he says in a U.S. News & World Report interview......P. 24 


REVIVING GERMANY—How long will it take to get Germany off the U. S. dole? 
And when, if ever, will the conflict that now makes that nation a battlefield of 
the “cold war” be ended? Here are the views of the U. S. High Commissioner 
for Germany, John J. McCloy, in a U. S. News & World Report interview....P. 26 


WHO GETS THE 46 BILLIONS?...... P01 
Uncle Sam now is starting on the biggest 
peacetime spending spree ever. Outlay of 
46 billion dollars in a year means direct 
benefits to federal workers, farmers, busi- 
nessmen, veterans, pensioners, others. 
Millions will get indirect benefits in the 
spending and respending of that money. 
But it means high taxes for years to come. 


PRESIDENT’S DILEMMA................ P. 16 
With off-year elections at hand and 
friends at a premium, Mr. Truman had to 
think hard before deciding what to do 
about steel and coal strikes. If he hit 
labor, if he thumped employers, if he 
did nothing, he lost votes. This article 
gives an insight into what happens. 


DEFENSE FUNDS AID OUTPUT....P. 18 
Pattern of U.S. defenses finally is set for 
the eight months ahead. The defense 
budget, now approved, shows how each 
service fared, how U.S. will be de- 
fended, where all the billions go. 


POST OFFICE OVERLOADED........ P.22 
Volume of business handled by the U. S. 
mails is rising steeply. More and more, 
the post office is becoming the distribu- 
tion agent for industry as well as indi- 
viduals. Capacity to handle mail is 
lagging behind in a postal system geared 
largely to 1910 loads. 


ARGENTINA IN TROUBLE............ F223 
President Perén’s much-advertised Five- 
Year Plan for industrializing Argentina 


now is being quietly put away. Empha- 
sis, instead, is placed on increased farm 
output. But the country is worse off now 
than before the industrial program be- 
gan. This article shows what went wrong 
and how Mr. Perén hopes to get eco- 
nomic stability for his nation. 


PUBLIC CRAVES NEW AUTOS......P. 39 
Auto output, a record in 1949, may drop 
off a bit in the years ahead, but still will 
be high. The public is relying more and 
more on motor transportation. New fami- 
lies want new cars. The number of house- 
holds with two cars in the garage is grow- 
ing rapidly. 





AND: ONUCOTHERS 6 iciscssecccincs PAGES: 
March GEINGC WS ccc scores vs siscevatececticocecseuse 4 
Tomorrow: A Look Ahead.................6.- ‘4 
Pictogram: 

Government Checks to More People..14 
NAV RRMEIEINY 50.5 <0. 2 sbeccavsxecsnavoved devsootore 31 
Life Around the World..................00see0e. 33 
David Lawrence Editorial...............0.... 34 
People of the Week.................scssscossees 37 
TGADOT WEEK oocsi ccs isiiessscnstkctcvstecse ceed 41 
Trend OF Business: iy sce. .5ccsseeseisceccpeense0s 45 
BANOS WV CK sie inisscsccsiecdcsdkcacecesoecesteoed 47 
News-Lines for Businessmen..............+. 50 


We've Been Asked: 

How Gifts Cut Estate Taxes... 
Business Around the World.................. 
Plus and Minus: 

Indicators of Business Activity........! 55 
WWARISPIONS: sc vscsccetsesckesoesscesstusszccesseenn 06 
COVER: John J. McCloy, U.S. Commis- 

sioner for Germany. See page 26. ( Koda- 

chrome from Acme) 











The Associated Press is exclusively entitled to the use for republication ot the local telegraphic and cable 
news published herein, originated by U. S. News & World Reoort or obtained from The Associated Press 


'HANDY WAY TO SUBSCRIBE 





U.S. NEWS & WORLD REPORT 


Circulation Department, 


437 Parker Ave., 


Dayton 1, Ohio 


Please enter my subscription to U.S. News & World Report for one year 


Central and South America, Spain, Philippines, $5; other countries, $6.) 





Name 


Address. 





City 


State. 





2 





| 
| 
| 
| 
| 
| 
| 
and send bill to me. (U. S., its possessions, Canada, Newfoundland, Mexico, 
| 
| 
| 
| 
| 
| 
| 
| 


NHW 10 








ee 


THE UNITED STATES NEWS 
WORLD REPORT 
U. S. WEEKLY 


Three Titles Reg. U. S. Pat. Off. 


Published weekly a _ aahington D. C. Edi 
and Executive offices, The United State _ 
Building, 24th & N Taivdele N.W. ashin ton 7. 
C. Subscription rates, ' delivered Prepaid, to 
Unitea States, its possessions, Canada, Newfound. 
nd, Mexico, Central and South America. Spain, 
: r two years, $16 





3 Ss. Pos@ge to other countries $1 a 
year additional. Entered = second-class matter at 

St office, Washington, D. C., unde 
of March 3. 1879. Entire contents of th ca. 
tion copyrighted, 1949, United States News 
Publishing Corporation. Rights reserved under Pan 
American Copyright Convention and _ Internationaj 
Copyright Convention. 


BOARD OF EDITORS 


DAVID LAWRENCE, Editor 
OWEN L. SCOTT, Executive Editor 


CARSON F. LYMAN — L, NOBLE ROBINSON 
Managing Editors 


WALTER HUSTED DEREK FOX 
General News Editor Art Editor 


ASSOCIATE EDITORS 


E. WORTH HIGGINS FRED M. HARMON 
W. B. RAGSDALE ARCHIE ROBINSON 
RICHARD L. TURNER BEN J. GRANT 
FRED W. HENSHAW LEONARD WILLIAMS 
M. L. RAMSAY CHARLES M. PLATT 
JOHN H. ADAMS J. FRANK DIGGS 
GEORGE W. BOLTON 

A. S. McLEOD, Chief Economic Unit 
PHILIP H. BOLLINGER JOHN B. BLEDSOE 
KURT LACHMANN CHARLES H. DAVEY 


NEWS EDITORS 





TURNER ROSE N. KEY HART 
THURBER zs CUSHING WILLIAM H. RIEBOLD 
F.W. GA FRED A. EMERY 


pic ee Editors: Barbara Blair, Fiorence 
Burke, Beth Floyd, Mabel S. Groettum, !va Hol- 
land, Lucy Cobb Jones, Kathleen McGrath, Clis- 


sold Price. 
WORLD STAFF 


HOWARD FLIEGER, Directing Editor 
JOHN R. FLEMING, Associate Director 








CHARLES H. KLINE, Associate Editor, London 





CHARLES FOLTZ, JR., European News Editor 
CLARK H. GALLOWAY, Inter-American News Editor 


PERRY K. SELLON, Editor, Commerce-Industry 


Business Editors: New York, Gilmore Iden 
San Francisco, Edwin J. Drechsel 


BUREAUS ABROAD 


LONDON, PARIS, FRANKFURT, 
TOKYO, BUENOS AIRES 


REGIONAL - EDITORS ABROAD 


ROBERT KLEIMAN....................20000- Central Europe 
JOHN W. MOWINCKEL......00000000000000.. France and 

Mediterranean countries 
JOSEPH FROMM................ Japan and the Far East 


BERNARD S. REDMONT....Argentina, Chile, Brazil 





ART DEPARTMENT, Washington 
H. KLEBANOFF, Director 
J. Ernest Beavin E. H. Castens 
H. C. Richardson M, J. Shimp 





LUTHER A. DAWSON, Librarian 





ADVERTISING DEPARTMENT 
H. L. BEHLKE, Director of Advertising 
CHET BOKELUND, Natl. Advertising Sales Mgr. 
30 Rockefeller Plaza New York 20, N. Y. 
Tel. Circle 6-3366 
NORMAN O. MICK, Western Manager 
180 N. Michigan Avenue Chicago |, Ill. 
Tel. Randolph 6-5460 
BUSINESS DEPARTMENT 
ANTHONY R. GOULD, Business Manager 
JOHN H. SWEET, Circulation Director 
HAROLD M. WELLS, Executive Secretary 
W. L. BRAUER, Treasurer 


CIRCULATION DEPARTMENT 


W. W. SPURGEON, Manager 
435 Parker Avenue Dayton 1, Ohio 
PRODUCTION OFFICE 
E. M. GILLEY, Manager 
RALPH M. FRANCISCO, Asst. Manager 
350 Dennison Avenue Dayton 1, Ohio 
Tel. Melrose 9231 


All communications relating to news or editorial 
matters should be addressed to the Executive 
Offices, 24th & N Streets, N.W., Washington 7, 
D.C. Tel. District 2900. Communications relating to 
subscriptions should be addressed to the Circulation 
Department, 435 Parker Avenue, Dayton 1. Ohio 











oS. 24 





NOVEMBER 4, 1949 















— 


a0 ~ oe 

















nie 
5 
might 
Mike § 
torial 
News 
on 7, 
d, to 
ound- 
>Pain, 
+ $10 
Sla 
ler at 
ie act 
Dlica. 
News 
tr Pan 
tional 
2N 
x 
) 
iS 
a 
LD “— 
rence : 
| Hol- 
Clis- 
“Super-Sonic Sport Car” designed and built by L. J. Fageol 
“ 
os CUANU WILL CARS BE LIKE WHEN | GROW UP DAD? 
é 
itor 
dit . . ° 
7 “Well, son, you can be sure your first car will pack more power, ride smoother and cost less to run than today’s 
ee cars. The automobile makers know folks always want improvements, so they make better cars every year.” 
urope 
e and 
intries 
r East 
Brazil 
“Norton grinding wheels help — and ‘Camshafts must be true, or engines “New cars look better every year. And 
they start on the first rough castings. won’t run smoothly. Norton Cam-O- their smoother surfaces for better 
Our hones make cylinder walls smooth Matic grinding machines finish cam paint jobs come from things like 
and long-lasting. Dies and tools are contours to close precision. In fact, Behr-Manning abrasive discs. Behr- 
manufactured and maintained with these speedy, automatic grinders help Manning, remember, is an important 
te Norton grinding wheels. lower mass production costs. member of the Norton family.” 
1, Ul 
| WNORTONY 
'Y 
TRADE MARK REG. U.S. PAT OFF 
adlaking better products to make other products better 
Ohio 
z a 
ABRASIVES “GRINDING WHEELS, (@ } oustones cI asrasive PAPER & CLOTHS 
Sy 1 cet oe _ wes 
a gy | ) 
“Of the thousands of parts that make [Seber cmmome AND LAPPING MACHINES ¥ LABELING MACHINES . }] NON-SLIP FLOORING 
‘torial up a modern car, nearly all of them jz 
cutive are made better by the touch of prod- REFRACTORIES, POROUS MEDIUMS & LABORATORY WARE .i|5 NORBIDE PRODUCTS 
aah Ys ucts made by the Norton family. That i 
— also applies to just an See? ag NORTON COMPANY, WORCESTER 6, MASSACHUSETTS 
mn industry, large = smal % at's why BEHR-MANNING, TROY, N.Y. 1S A DIVISION OF NORTON COMPANY 
like my job of making better products 
oma ” 
to make other products better. 
1949 






































It pays to 
do business 
in New York 


State! 


Two billion more dollars arespent 
in New York State’s retail stores 
each year than in those of the 
next highest state! For more val- 
uable details, write: N. Y. State 
Dept. of Commerce, Room 228, 
112 State St., Albany 7, New 
York. 




















Reading the news of natienal and international 
affairs at home each week is the regular practice of 
80% of the readers of this magazine. Important 
advertisers are quick to cash in on the advantages 
of such an opportunity. 
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—____The March of the News 


A handshake and silence. Never 
long forgotten, the persistent atom bomb 
came back into the field of international 
politics and news last week. President 
Truman started it all during one of his 
rare appearances before the United Na- 
tions in New York where he spoke at 
dedication ceremonies 
for the four-year-old 


agency's headquar- 
ters. 

Russia’s Andrei 
Vishinsky, like all 


other delegates, ap- 
plauded politely when 
Mr. Truman rose to 
speak. A few minutes 
earlier the President 
and Russia’s Foreign 
Minister exchanged a 
cordial handshake. 
But Mr. Vishinsky sat 
in silence, his arms 
folded, when Mr. Tru- 
man called for inter- 
national rules that 
would outlaw the 
atom bomb for all time. There was no 
mistaking the President's meaning. He 
blamed Russia for the fact that the weap- 
on hadn’t been banned long since. 

Within 48 hours, four other nations— 
Britain, France, Canada and China— 
joined the U. S. in criticizing Russia for- 
mally for blocking an atomic agreement. 
The Kremlin’s immediate reaction to the 
report of five nations was the same as Mr. 
Vishinsky’s reaction to the President’s 
speech—silence. 

Meanwhile, in the U. S., the Army Sur- 
geon General’s office told civilians how to 
protect themselves during an atomic war. 


Creeping paralysis. Here and there, 
a sort of creeping paralysis spread over 
whole sections of the country like the 
slow appreach of winter. 
Big and costly strikes in 
steel and coal seemed to 
outsiders to be at a com- 
plete, rigid deadlock last 
week. 

One by one, railroads 
pulled off coal-burning lo- 
comotives and put them 
in storage to conserve their 
dwindling stocks of fuel. 
Toymakers wondered if 
they would have enough 
steel to meet demands of 
the Christmas trade. More 
than 2 million men were 
out of work by last week 
and government econo- 
mists said the figure would 
soar to 5 million by De- 
cember unless something 
happened in the meantime. 
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One thing seemed certain: Regardless 
of the strikes’ end, a lot of people would 
feel the effects of the walkout for weeks 
to come. 


Debut of the jet air liner. A sleek, 
glistening air transport streaked along a 
London airport run- 
way, seemed to leap 


into the sky, and 
turned its nose to the 
East. Britain’s first 
jet-propelled com- 
mercial transport 
was off on a major 
voyage at a _ time 
when U. S. jet air 


liners were still noth- 
ing but sketches on 
drafting boards, 
The British jet 
flew to Libya, Africa, 
and back, 2,978 miles, 
in a little more than 
six and a half hours. 
Its average speed was 
450 miles an hour and 
the test pilot said the flight was one of 
the most comfortable he’d ever made. To 
U.S. the flight meant that the British 
had raced to a two-year lead over jet 
commercial aviation in America. 


-—Acme 
TRUMAN AND VISHINSKY 
. . strong words 


Peace in the Pentagon. The door to 
the Joint Chiefs of Staff headquarters in 
the Pentagon swung open one afternoon 
last week and out stepped the highest- 
ranking military officers of the United 
States. They had just finished their first 
face-to-face conference since Congress 
brought out into the open the angry 
quarreling among the Army, Navy and 
Air Force over military unification and 
the B-36. This time they were all smiles. 

Gen. Omar Bradley, Chairman of the 
Joint Chiefs, left by another door, but he 
was smiling, too. As usual, 
nobody would say what 
had happened at the con- 
ference, but everybody 
said it was a very pleasant 
meeting. The smiles did 
not quiet Washington spec- 
ulation that somebody was 
going to be fired because 
of the public airing of 
Navy-Air Force disnutes. 

It was President Tr 
man who put an abrupt 
end to the speculation—by 
firing Admiral Louis E. 
Denfeld, the Chief of 
Naval Operations. Mr 
Truman acted after Secre- 
tary of the Navy Francs 
P. Matthews said Admiral 
Denfeld should go “for the 


good of the country.” 
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Finployers Mutuals Services save as they serve / 


HOW EMPLOYERS AND 
EMPLOYEES ALIKE BENEFIT FROM 
THESE SUPERB SERVICES 


The employer who makes full use of Employers 
Mutuals’ skilled. humanitarian services benefits in 
many ways. He sees his operating and production 
costs lowered through reductions in accidents and in 
health hazards . . . sees better-type employees attracted 
to his concern—more content on jobs where they can 
“produce without peril.” And often he realizes sub- 
stantial savings in his insurance-premium costs as 
these fine services in action earn him lower rates. All 
this in addition to the dividends returned regularly to 
him as a “‘policyholder-owner” of Employers Mutuals! 


Employees, too, benefit through the peace of mind and 
sense of “belonging” born of knowledge that their 
employer has safeguarded them and their families 
against all foreseeable obstacles to their progress ... 
and provided better, safer working conditions. 


It’s the quality of Employers Mutuals Services, more 
than any single factor, that sets them above and apart 
from run-of-the-mill insurance services. This quality 
results directly from thoroughness in selecting and 
training Employers Mutuals’ highly specialized per- 
sonnel—plus a keen consciousness of human values in 
handling all insurance affairs! 


Employers Mutuals write: Workmen’s Compensa- 
tion— Public Liability—Automobile—Group 


ir first | ae ; . x Health and Accident—Burglarvy—Plate Glass— 
ngress ~~ $ Z . = ’ Fidelity Bonds—and other casualty insurance. Fire 
angry — Extended Coverage—Inland Marine—and allied 
¥ and lines. All policies are nonassessable. 
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Burroughs microfilming is fast, simple, 
efficient and economical. Its.adaptability 
permits its use in both current record 
keeping and in reducing storage records 
to permanent film copy. 


With this versatile microfilm equipment, 
you also obtain the knowledge and exper- 
ience of your Burroughs representative to 
help you apply it to your methods, your 
needs, for greatest efficiency. Burroughs 
has been helping mechanize office meth- 
ods for over 60 years. 


You can count on continuous operation of 
your microfilm equipment at peak effi- 


URROUGH 
CROFILMI 


assures 


precision results 


at 
lower cost 


This modern, precision-built recorder 
permits hand or automatic feed and a 
choice of three reduction ratios. A 
flick of a switch selects 8 mm. or 16 


mm. photography on 16 mm. film. 


ciency because of its dependability . . . plus 
the skill and availability of the nationwide 
Burroughs service organization. And Bur- 
roughs processing centers are strategically 
located to assure rapid handling and im- 
mediate development of exposed film to the 
highest technically controlled standards. 


Here’s another important point. You will 
own the microfilm equipment you are 
operating, which further reduces micro 
filming cost. 


Ask your local Burroughs man to show 
you specifically how Burroughs micro- 
filming can help you. 





Saves 


using the automatic feeder. 


The Two Important Names 


Space—Normally over 4,500 
cubic inches of documents can be re- 
duced to 16 cubic inches of microfilm. 


Saves Time— As many as six documents 
can be photographed in one second, 


Five Basic Advantages of Burroughs Microfilming 


Saves Money— Saves labor, filing equip- 
ment, storage and working space. 
Assures Accuracy— Photographic accu- 
racy is unequalled. 

Assures Protection— Reducing documents 
to microfilm protects against misfiling, 
extraction or alteration. 


WHEREVER THERE’S BUSINESS THERE’S 


Burroughs 
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oc Tomorrow Washington, D. C. 
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Mr. Truman's problems are multiplying and give few signs of easing off. 
Strikes in coal and steel industries have given him political trouble as 
ts well as economic trouble. Settlements still will leave him a labor issue. 





Pension issue is not to be settled by an end of strikes either. It will 
shift to Congress and the Administration next year, become an election issue, too. 

A Treasury deficit is another headache that promises to continue. 

National defense policy is not to be solved by switching personnel around. 

Congress, when it returns in January, will not be any more compliant. 

The Presidency, in fact, is becoming an office where all kinds of problems 
are unloaded. Nearly every important issue in the country now gets to the White 
House. It's an example of how big, how extensive, the Government has become. 











An end to strikes will not ease Mr. Truman's problems particulariy. 

Budget troubles promise to be with him for a long time. A deficit of 5 
billion dollars, maybe more, is indicated for the current fiscal year. 

Government spending in the new budget, for the fiscal year that begins next 
July 1, is certainly not to be much less and may well be above this year. 

Treasury revenue is likely to be smaller in the fiscal year ahead. Total 
corporate profits this year are down, so corporations will pay less in taxes. 

Government finances are in bad shape and don't promise to get much better. 
Mr. Truman has said he will urge higher taxes, but he's unlikely to get them. 











_. plus 

















nwide Tax _ plans of the Administration, in fact, are in a nebulous state. 

d Bur- A rounded tax program, working toward a budget balance, is not yet drawn. 

zically Congress, next January, will be even less inclined to vote tax increases 

7 than it was last summer. An election is coming up and tax boosts are unpopular. 

Jacde Prospect now is that taxes might be lowered instead of increased... A cut in 
: excises is very likely. And it's doubtful that Congress will increase taxes in 

- another sector to make up for the reduced revenue from an excise tax cut. 

nicro- 

On taxes, the Government is caught in a dilemma. Feeling is general that 
shal tax rates are about as high as they should go. Even Mr. Truman, last summer, 
mica switched to the view that higher taxes might hurt business. Yet there seems to 

be no way to cut spending. Result is the prospect for continuing deficits. 
_ Defense Squabble won't be solved by ouster of Admiral Louis Denfeld as Chief 
of Naval Operations. Navy attitude, basically, is not changed by his removal. 

A new top commander for the Navy will have a difficult job to fill. He 

will have to conform to policy line laid down by Defense Secretary Louis Johnson, 
P but he is not likely to find much Support for that policy in the Navy itself. 
u- Congress also shows signs of kicking over the traces on defense policy. 
Congressmen asked for the Navy's opinion. When they got it, the Administration 
removed the Admiral who gave the opinion. That scarcely will produce harmony. 
Unification of the armed services isS proving to be a difficult theory to 
put into practice. Apparently it can't be done just through issuing orders. 
> Defense argument actually runs deeper than unification. It is a basic split 


Written for the issue of November 4, 1949, Volume XXVII—No. 19 (over) 


U.S. NEWS & WORLD REPORT (No part of this or any other page may be reproduced without written permission) 7 











NEWSGRAM--TOMORROW-- (Continued) 












on how another war should be fought, if one comes. Admirals have an idea, Air 
Force has another, ground forces have still another. Conflicting theories are 
hard to reconcile. It's doubtful that reconciliation can be dictated. 





Foreign policy also is affected by the internal U.S. defense dispute. 

Atlantic Pact is likely to be harder to put into effect as a result of the 
disclosure of deep-seated differences on strategy among the armed services. 

Western European countries are likely to be less eager to follow the U.S. 
lead after having learned that this country hasn't yet decided just how to lead. 

Warfare--the shooting kind--still is remote. Russia has toned down on 
belligerence rather markedly. So the U.S. and other countries are likely to 
have a good bit of time in which to arrive at some over-all defense plan. 











Marshall Plan aid is of more immediate concern to U.S. policy makers. 

The expense of foreign aid is beginning to irk more and more Congressmen. 

Another appropriation for aid to Europe will come up in January. 

Attitude of Congress now is that as much as a billion dollars ought to be 
trimmed from the Marshall Plan. That's too much, in the opinion of officials 
who administer the Plan. But they are going to have to argue hard for more. 











Business pickup, evident before strikes, has been nipped, temporarily. 

Recovery trend since July has undergone a sharp reversal. Production by 
industry is down to about 150 per cent of 1935-39. That's the lowest rate of 
output since the first quarter of 1941. In September, output hit 171 per cent. 

Retail trade is suffering, too, particularly in strike-hit areas. 

Coal and steel inventories have come close to the danger point for some in- 
dustries. Auto production has slowed. Machinery industry is running short of 
Supplies. Railroad traffic is way off. Some power plants trimmed output. 

Strike settlements won't repair strike damage all at once. It will take 
time to rebuild inventories, return to bilanced production. Meanwhile, income 
of factory workers and miners, in the argregate, dropped about 8 per cent. The 
income of workers in coal and steel, obviously, suffered a more severe decline. 























What strikes have done, actually, has retarded the recovery trend by two to 
three months. It's unlikely that they have caused any perm-nent damage. An 
upturn in output, in general business activity, is to be expnected esrly in 1950. 
Filling up of voids created by strikes, in fact, may push recovery higher. 


Just to show you the trend in activity before strikes hit..... 

Factory orders had climbed from an annual rate of 123.9 billion dollars in 
the second quarter, to 125.7 billions in the third quarter. Factorv sales had 
advanced from 213.5 -bililons to 218 billions. Construction was on the rise. 

Personal income for all but farmers was holding up. So were retail sales. 

This trend is expected to resume when the country gets back to work. 











Also, when the country gets back to work, labor settlements msy be firmer. 

Labor contracts now being signed often run clear through 1950. Ford got a 
contract like that. Other auto firms will try for them. The electrical- 
equipment industry is seeking the same arrangement. See page 41l. 

A wage freeze to run through 1950 is possible, after strikes end. 

Prospects for labor peace next year enchance the outlook for a period of 
rising business activity. Most other basic factors point toward an increase. 








Farm program next year may stretch Commodity Credit Corp. resources. 

Price supports now are tying up almost 3 billion dollars in commodity 
loans, inventories and direct purchases. Remaining is 1.7 billion dollars. 
Still to’ come are supports for this year's wheat, corn and cotton. CCC thinks 
funds remaining may allow the program to squeeze through 1950. 
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In deciding where to locate a new plant, 
THE FIRST STEP is easy—look to the B&O 
territory. For this area is unsurpassed in 
economic advantages. 


Here is “‘the lion’s share” of raw mate- 
rials, electric power, labor, markets. Here 
in Nature’s storehouse are vast treasures of 
coal, petroleum, natural gas, salt, limestone, 
clay—and abundant water for processing 
and steam. 


THE NEXT STEP: Do as so many business 
leaders have done... let our Industrial Devel- 
opment staff analyze all the factors involved 
and relate them to your specific needs. 


We'll find the right spot for your plant 





Only a thoroughly trained staff can do this 
to your best advantage. Ours will make your 
custom-made study, in confidence and with- 
out obligation. 








Ask our man! industrial Development representatives are located at: New York 4, N. Y.; 
Baltimore 1, Md.; Pittsburgh 22, Pa.; Cincinnati 2, Ohio; Chicago 7, Illinois. 


BALTIMORE & OHIO RAILROAD 


Constantly doing things— better ! 





























Everything for 
finer performance 
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HORSEPOWER 


COST MC() 


Another point of superiority of 
FAIRBANKS-MORSE 


Consolidation Locomotives 


The Consolidation Line of diesel locomotives makes 
possible an infinitely more efficient selection of the exact 
type and size of locomotive to suit the operating 
conditions of your road. Powered by any one of three 
Opposed-Piston engines, the “‘C” Line offers one basic unit 
of 1600, 2000, or 2400 hp. Units can be combined to make 
locomotives with ratings from 3200 to 9600 hp. Each 

can be equipped with any one of nine gear ratios —a 
total of 117 different locomotives from only one basic unit! 
Here's the free range of choice that can enable you 

to use diesel horsepower to its finest advantage! 
Fairbanks, Morse & Co., Chicago 5, IIl. 


When if comes fo locomotives . 








( FAIRBANKS-MORSE 


A name worth remembering 





DIESEL LOCOMOTIVES + DIESEL ENGINES - PUMPS + SCALES - MOTORS - GENERATORS 
STOKERS +» RAILROAD MOTOR CARS and STANDPIPES - FARM EQUIPMENT - MAGNETOS 








HORSE- 
POWER 


1600 


2000 


2400 


HORSE- 
POWER 


1600 


1600 


2000 


2400 


C” LINE BASIC UNITS 

















FREIGHT + 
re — ® 





C.T.£.* 42,800 LBS. @ 11.7 MPH. 
MAX. SPEED — 65 MPH. 


C.T.E. 42,800 LBS. @ — 
MAX. SPEED — 65 MPH 





em@—~—~—e eo 











ploy 

Seep iim | fo 

is p 

scale 

PASSENGER Ca: 

Treas 

promi 

Crom to me 

15 Gove 

In t 

C.1.£. 32,260 LBS. gS MPH: the Tr 

MAX SPEED — 85 M Mion 
WATER CAPACITY — 1000 GALS. 

that $ 

United 

: ernmer 

MEDICS keep ri 

i Dol 

Fo ommece | 

larmers 

eo 

WATER CAPACITY —~ 1400 GALS. econorr 

Whe 

ment p 


measur 
4% > 
és tS spendin 


ica 
7 _ i 
We eoM@M@ece 


year to 
But t 
the stor 
we res] 
hesses a 
people \ 
the Tre: 
mn big-t 
A pos 
On the - 
auto, T 
helps hir 


NOVEMI 






C.T.E. 24,800 LBS. yO tena aas 
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WHO GETS THE 46 BILLIONS? 
FEDERAL CASH AIDS NEARLY ALL 


Outlay Means High Taxes for Years Ahead 


There's something for nearly 
everybody in Government spend- 
ing ahead. U.S. is to pour out 
46 billion dollars by mid-1950. 

Direct benefits, pensions, etc. 
cst 17 billion. Another 10 bil- 
lion goes out in salaries, plus 
that much for buying goods. 

Government, the biggest em- 
ployer, is becoming the biggest 
customer for some businesses. It 
is pump priming on a grand 
scale. 

Cash dollars, flowing out of the U.S. 
Treasury in record peacetime volume, 
promise income to individuals, trade 
to merchants, orders to factories. The 
Government has become the biggest 


source of income in the country. 
In the single year to end next June 30, 





the Treasury will spend an estimated 46 
billion dollars in cold cash. This means 
that $1 out of every $6 spent in the 
United States will be spent by the Gov- 
emment. Rate of federal spending will 
keep rising, at least through next spring. 

Dollars that Government puts into the 
hands of federal workers, businessmen, 
famers, veterans, pensioners and other 
groups will filter down through the whole 
economy. 

Who will get the cash that Govern- 
ment pours out in months ahead can be 
measured with some accuracy, now that 
sending plans are settled. The chart on 
pages 12 and 13 shows, in broad cate- 
gories, where the money will go in the 
year to end next June 30. 

But the figures here tell only part of 
the story. Dollars spent by Government 
we respent again and again by busi- 
tesses and individuals, so that millions of 
people who get no direct payments from 
the Treasury will, nevertheless, cash in 
m big-time federal spending. 

A postmaster, for example, gets a raise. 
On the strength of that, he buys a new 
ato. The dealer gets a profit, which 
helps him buy more cars from the factory. 
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—Harris & Ewing 
PRINTING GOVERNMENT CHECKS 


. ..a new era of pump priming 





The salesman gets a commission, which 
he uses to make the down payment on a 
television set for Christmas. This illus- 
trates how Government dollars set off a 
chain of buying that reaches out into 
stores, shops and factories everywhere. 

It is this process that must be kept in 
mind in measuring business effects of 46 
billion dollars of spending. 

Salaries will put 10.2 billion dollars 
in the pockets and bank accounts of 3.7 
million federal workers. This is the federal 
pay roll for the year, civilian and mili- 
tary. Government workers are, generally 
speaking, people of moderate means, who 
can be expected to spend nearly every 
dollar they earn. 

The figure given here is the direct fed- 
eral pay roll only. It does not include 
the hundreds of thousands who work 
indirectly for the Government—people 
employed in plants making goods for 
federal agencies, employes of private 
contractors doing construction work for 
the Government, or workers on railroads 
hauling federal materials and personnel. 

Services, everything from printing 
costs to light bills, are to cost 2.4 billion 
dollars. These dollars are to flow out to 
thousands of businesses and individuals— 
power companies, landlords, railroads, 
telephone and_ telegraph companies, 
mechanics, printers, air lines, steamship 
companies. 

Freight alone will cost the Government 
500 million dollars. Travel at federal ex- 
pense will cost another 300 million. The 
Treasury will pay rent and utility bills 
totaling 160 million dollars. 

Goods, the great variety of things it 
takes to run a 46-billion-dollar Govern- 
ment, will cost a whopping 10 billion 
dollars. Total federal costs’ before the 
war—for goods, pay rolls, loans, subsidies, 
everything—were less than that. 

Government has become, by far, busi- 
ness’s best customer. The Air Force and 
Navy will buy 1.7 billion dollars’ worth 
of airplanes. Federal agencies will be in 
the market for literally hundreds of other 
types of goods—furniture, automobiles, 
trucks, tanks, guns, uniforms, food, paper, 
ink, shoes, radios, some of nearly every- 
thing produced in this country. 

Construction jobs will cost 2.5 billion 
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dollars. This promises big orders for 
building materials. Reclamation will cost 
354 millions, river and harbor projects 
200 millions, flood control 435 millions, 
highways 530 millions. 

That means jobs in private industry, 
thousands of them. It makes customers of 
the people who get these jobs. It opens 
up markets for automobiles made _ in 
Detroit, which in turn means markets for 
steel made in Pittsburgh, tires made in 
Akron, cotton grown in Georgia. 

Benefits, subsidies, pensions and con- 
tributions of all kinds are to account for 
outlays of 17.3 billion dollars. This 
figure, biggest in the budget, shows how 
far the Government already has gone in 
guaranteeing a living to millions of people 
in this country. 

Veterans are to get school benefits of 
2 billion dollars. Other veterans are to 
draw 2.1 billions in pensions. Nearly 16 
million veterans are to get a sudden 
windfall of 2.8 billion dollars in the 
form of insurance refunds. All told, 
veterans’ programs are to involve cash 
outlays of 8.3 billion dollars. 

Insurance refunds, as well as most 
other cash paid to veterans, can be ex- 
pected to go largely into spending. Some 
merchants already are offered to sell on 
credit to veterans, the bills to be paid 
when refund checks arrive. 

Farmers are to. get direct payments of 
477 million dollars. That is aside from 
an estimated 1.6 billion dollars the Gov- 
ernment will put up for crop loans and 
direct buying to support farm prices. In 
the end, all this puts money in the 
farmer's pocket, insures him against a 
bust, and puts him in position to buy a 
new tractor, a new Sunday suit or a new 
refrigerator. 

The needy aged, blind people and 
dependent children are to get 1.3 billion 
dollars. Old-age-insurance clients will 
draw about 725 millions. Unemployed are 
expected to get insurance benefits of at 
least 1.6 billions. Retired federal work- 
ers, civilian and military, will receive 
more than 400 millions. School lunches 
will cost about 75 millions. 

Foreign governments, in cash contribu- 
tions from U.S., are to draw 4.4 billion 
dollars. In addition, this Government 
will make direct purchases totaling about 
1.2 billions for foreign-aid purposes. This 
makes 5.6 billions, nearly all of which 
will be spent immediately for U. S. goods 
and services. It means markets for farm 
products, machinery, steel and other 
metals, locomotives, autos, trucks and 
many other things produced in the U.S. 

Subsidy money, like all the rest, will 
flow directly into the stream of private 
spending. The New Deal never under- 
took anything comparable to this out- 
pouring of cash in the days when it was 
trying to prime the pump of business. 
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interest on the public debt is to be 
good for 4.1 billion dollars in cash for 
holders of Treasury securities. This is 
the cash portion only. The interest that 
accrues during the year for later pay- 
ment on savings bonds is not included. 

Loans and investments are expected 
to put 1.8 billion dollars in public hands. 
This is the net amount. Repayment of 
some old loans, expected this year, cuts 
the total down. Farmers get the big 
share here. Business probably will get 
new loans of at least 150 million dollars 
from the Reconstruction Finance Corp. 

Other outlays in cash, to cover a 
multitude of smaller items, are estimated 
at 200 million dollars. 

What it all means is a new era of 
pump priming, this time on a giant 
scale, 

Full effects of this latest spending spree 
are not yet being felt. Right now, cash 
dollars are being pumped out by the 
Treasury at a rate of 42.6 billions a year. 
That rate is to rise as new programs hit 
their stride. By spring, spending is likely 
to hit a peacetime peak of 51.3 billion 
dollars a year. 

Later, cash spending probably will 
start dropping off again. A year from 
now, the rate may be down as low as 
41 billion dollars a year. At that, the 
Treasury will be spending $4.35 for 
every $1 it spent in cash in 1939. 

To millions of people, those who get 
out of Government more than they put 
back in the form of taxes, big-scale 
federal spending is all to the good. 

To others, who pay high taxes and get 
no direct or indirect benefits, Govern- 
ment spending is only a drain. 

But nearly everybody will feel the 
effects. Government workers will get 
higher pay this year than ever before. 
Business will get some insurance against 
another bust. Workers in industry will 
get the benefit of job security, if not of 
higher pay. Pensioners, more and more 
of them, will draw Government checks, 
with the Administration’s promise of 
bigger checks in years to come. 

But, on the other side of the picture, 
Government spending at the rate now in 
prospect means more borrowing by the 
Treasury to make ends meet. Debt, al- 
ready rising, is likely to pass 258 billion 
dollars by next June. 

President Truman himself is speaking 
out against continued deficit spending. 
His answer to the problem is higher taxes, 
not less spending. Congress probably 
will turn down any proposal to raise 
taxes, despite the deficit. On the other 
hand, hopes are fading for the major tax 
relief that many were predicting only a 
few weeks ago. The threat of tax in- 
creases will linger on into future years. 
This is the other side of the coin of big- 
scale federal spending. 
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ORE THAN 25 MILLION Americans are drawing cy, 
regular, direct payments from federal, State to 6. 

and local governments. That is one out of every sit § Thes 
persons in the whole U.S. population. a joi 
Ten years ago, when the New Deal was pouring§_ To 
out billions for direct and work relief, fewer than § recej 
20 million persons were getting checks from public § incly 
agencies. for ve 
In the period that has followed, the made-work § gon 
programs of Government have disappeared. Pros- § made 
perity has taken over. Personal incomes trebled. Yet, & ceive 
as the Pictogram shows, persons living on public Go 
dollars, in whole or in part, jumped 29 per cent § now 
The Federal Government is handing out check § /,S, 
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State and local governments are making payments 
to 6.4 million, compared with 5.6 million in 1939. 
These figures include unemployment compensation, 
ajoint program of States and Federal Government. 


Veterans and veterans’ families getting regular 
payments from Government total 4.8 million. 

Farmers, 2.9 million of them, get federal checks. 
That is only half as many as in 1939, yet federal farm 


pouring § Totals given here are for individuals alone, those costs are up sharply. Principal outlays now are for 
yer than receiving regular, direct payments. They do not price-support operations, which do not show up as 
n public § include one-shot programs, such as State bonuses direct payments to farmers. 

for veterans, or federal insurance refunds to be paid Welfare and insurance programs—relief, retire- 
dle-work §f s90n to nearly 16 million veterans. No allowance is ment pensions—account for federal, State and local 
|. Pros made for duplications—that is, for persons who re- payments to 9.9 million persons. This is a higher 
led. Yet, f ceive payments under more than one public program. number than in 1939, even though that year’s total 
1 public} Government workers—federal, State and local— included 3.2 million on work-relief jobs. 
er cent § now number 7.6 million, 1 out of every 8 in the whole Government, in good times and bad, keeps grow- 
- checks U.S. working force. This includes regular military ing. Now there are new public programs in the 
on more § personnel, but not the half-million national guards- wind. These programs promise checks to still more 
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Elections, this year and next, 
forced President Truman to watch 
his step in dealing with strikes in 
coal and steel. One false move 
could lose votes, endanger his 
future program. 

He knew that, if he cracked 
down on labor, he would antag- 
onize a big block of supporters. 
If he hit business, other groups 
would object. November 8, with 
its off-year test of strength, was 
not far away. 


The labor strife put President Tru- 
man on the spot. He found it hard to 
move without shedding votes. And a 
good show of Democratic strength in 
the off-year elections of November 8 
was what he wanted to help drive his 
“Fair Deal” program through the next 
session of Congress. 

The imminence of a showdown at the 
polls, with important stakes involved in 
New York and elsewhere, boxed the 
President into an awkward situation 
through the long struggle for settlement 
of the coal and steel strikes. He was 
hedged by many political dangers while 
his men sought a basis for agreement. 

The real story of Mr. Truman’s 
plight, as viewed by insiders, gave him 
three choices. They shaped up like this: 

A neutral policy offered real dangers. 
If the President stayed his hand and 
shortages piled up to clog the economy 
and force plants to close, the resulting 
loss of jobs and a growing public resent- 
ment might cost the Democrats a Senate 
seat in New York, numerous mayoralty 
seats elsewhere, and administer a serious 
blow to their chances in the 1950 con- 
gressional elections. 

A labor crackdown would be a blow 
at the President’s best political friends. 
Philip Murray is head of the CIO as well 
as of United Steelworkers. CIO and its 
Political Action Committee are among the 
stanchest backers of Mr. Truman’s pro- 
gram. They helped to find the votes to 
elect him last year and already are work- 
ing toward next year’s campaign. It was 
hard for the President to think of moving 
against such firm supporters. 

Mr. Truman had no qualms about strik- 
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PRESIDENT’S STRIKE DILEMMA 


Whatever He Did, or Didn’‘t, Could Lose Votes 


ing out at John L. Lewis and the United 
Mine Workers. He had handled Mr. Lewis 
roughly before. But this time Mr. Lewis 
had maneuvered so that it would be hard 
for the President to reach him without at 
the same time smacking the Steelworkers. 
Both the steel and the coal shortages were 
pinching the economy. 

A blow at management also held 
political implications that the President 
wished to avoid, in spite of the pressures 
in that direction from party leaders in 
Pittsburgh, Chicago and elsewhere. The 
President warned industrialists at a pri- 
vate meeting in Washington that he held 
a baseball bat and could swing it. He told 
them they would have to get along with 
him until Jan. 20, 1953, whether or not 
they liked it. But the President tried to 
avoid an obvious blow. 

One of the big things Democratic Na- 
tional Chairman William Boyle, the Presi- 
dent’s political general, is trying to work 
out now is an arrangement that will bring 
both the farm and the labor vote into the 
party. The Brannan plan, designed to 
keep food prices down and hold farm 
prices up, was worked out as one step 
in that direction. The President made a 
personal bid for support from both 
groups in speeches at Pittsburgh and 
Des Moines on Labor Day. 

But the farmer is an individualist who 
is in business for himself. Often he is sus- 
picious of organized labor. Many cam- 














—Martin in Houston Chronicle 


“WHAT ABOUT THE BIG ONES 
THAT GOT AWAY? 


















paign charges have been made in the 
farm areas that the President and his Ad. 
ministration are antibusiness. The Preg. 
dent knew that if he moved against bug. 
ness to force a settlement of the strike 
the action might be regarded as lending 
support to these charges. Also, it might 
tend to affect some of the votes that 
Herbert H. Lehman, the Democratic cap. 
































didate, hopes to get in his race for th® 
Senate in New York. And Mr. Lehman 
wants all the votes he can get. 

Mr. Truman’‘s program is involved One 
in the outcome of this and other races in 
this year’s elections. His health plan, aid Den 
to education, expansion of social security, dist 
civil-rights measures and other thing ie 
still are to be acted upon when Congres m4 
comes back. Democratic victories in this 2 
autumn’s elections might be just the shot +s } 
in the arm that is needed. ia 

Moreover, in New York the issue was po » 
drawn sharply on Mr. Truman’s program isi 
by Mr. Lehman and John Foster Dulle,§ @,,, 
Republican incumbent. Mr. Dulles de dor, 
nounced much of the program as tending ‘len 
toward socialism; Mr.-Lehman endorsed dnd 
the Truman program and ridiculed takof 5544 
socialism. 1943 

In this situation, the President moved in hi 
carefully. It was important to him thatm—  ¢y 
large segment of the voting population bei. | 
angered on the eve of election. ville 

Two House seats involved in the vo yo. 


ing seemed likely to go to Democrats 
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... WITH MR. LEHMAN 
Some important campaigns... 
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One is 2 Brooklyn district held for 26 
years by the late Andrew L. Somers, a 
Democrat. The other is a San Francisco 
district held for a similar period by the 
late Richard J. Welch, a Republican who 
voted with Democrats more often than 
with his own party. In 1948, Mr. Welch 
got almost twice as many Democratic as 
Republican votes. About the same pro- 
portion prevailed in his last three elections. 
Governorships and mayoralties also 
are involved. In New Jersey, Republican 
Governor Alfred E. Driscoll is running to 
succeed himself. Elmer H. Wene, a for- 
mer House member, is the Democratic 
candidate. Republicans have had little 
trouble electing Governors there since 
1943. One other Governorship is at stake, 
in historically Democratic Virginia. 
Chief among big cities electing mayors 
are New York, Boston, Detroit, Louis- 
ville, Buffalo, Cleveland, Pittsburgh. 
Many smaller cities are choosing mayors 
ina hodgepodge of local issues. In most 


‘YOU ANSWER IT!’ 


cities, labor support is strong for Demo- 
cratic candidates. And a friendly city ad- 
ministration can help its party in a na- 
tional election. Next year, Mr. Truman 
will want all the friends he can get when 
he takes to the road to campaign for 
members of Congress. 

Adding to the difficulty of the Presi- 
dent’s labor decision was the fact that his 
general position seemed to be good at the 
time the industrial strife began. Polls in- 
dicated that a plurality of the population 
favored Democrats for Congress. A large 
share of the people said they were Demo- 
cratic, and a majority of those in the 
young voters’ age bracket said they were 
Democrats. But 20 per cent of the people 
—enough to swing any election—said they 
were independent. 

At the same time, labor was massing 
its forces for an all-out drive to elect a 
Truman Congress in the 1950 elections. 
For the first time in years, the AFL and 
CIO were joining publicly in the cam- 


DEMOCRATIC NATIONAL CHAIRMAN WILLIAM BOYLE 
. .. some important votes hung in the balance 
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-Smith for NEA Service, In 


paigning. And the AFL was beginning an 
effort to collect $2 from each member to 
finance the campaign. 

Already the President giving 
thought to his own campaign plans for 
next year. Members of Congress were 
urging him to stump the country for a 
Democratic Congress. In that campaign, 
all members of the House and a third of 
the Senators will be involved. And among 
the Senators are some of the Administra- 
tion wheel horses, such as Senator Scott 
Lucas, of Illinois, the Majority Leader. 
Illinois is one of the President’s “must” 
States on his campaign itinerary. 

With these problems in mind, the Presi- 
dent held back from action as long as he 
could. In a time of national emergency, 
when feeling was high, he could recall 
the surge of popular support when he 
cracked down to break a railroad strike. 
He hit friends then, and still managed to 
keep many of their votes. But there was 
no assurance he could do it again. 


Was 











K ABOR TROVBLE 
7 &G ~™ x 


2 —<—S 


Ge 











—Thomas in Detroit News 


‘OFFICER, WHY DON’T YOU 
CALL A COP?’ 


17 





U.S. News & World Report 





Defense Dollars Aid Production 
Big Orders for Industry Despite Cutbacks 


Where the dollars are to go 
shows what U.S. defenses will 
look like in months ahead. Spend- 
ing 13.5 billion dollars means: 

Army is to grow smaller, come 
down to 630,000 men. Navy gets 
most of the money, but it will be 
smaller, too. Air Force will stay 
about as is. 

New budget, finally approved, 
goes mostly to pay rolls. New 
equipment, stockpiling, etc., take 
less than 4 billion dollars. 


How U.S. is to be defended in the 
period just ahead finally is settled, with 
the military pattern fixed until July, 
1950. Dollars, not theories, set the 
pattern. 

Defense spending is fixed by Congress 
at 13.5 billion dollars for the year ending 
in mid-1950. Of that amount, Air Force 
is to get 3.6 billion dollars, the Army 4.3 
billions, the Navy 4.5 billions. That’s in 
cash to be spent during the year. 

Just how it is to be spent is settled, 
too. Dollar authorizations for each serv- 
ice now determine the number of men 
under arms, the number of planes and 
ships and guns for active use, the amount 
of spending with business and industry. 

Where defense dollars go, under 
the arms budget now approved, is shown 
in the accompanying chart. That break- 
down, in turn, shows how U. S. defenses 
are to be shaped, where the big costs are. 
In practical terms: 

Labor costs, the pay of men in uni- 
form and of civilian defense employes, 
account for 6.1 billion dollars, nearly half 
of the total defense budget. This com- 
pares with a pay roll of 4.1 billion dollars 
for all other Federal Government em- 
ployes combined. 

Operating costs, to maintain this 
force and its world-wide network of bases, 
installations and fleets, amount to 3.7 
billion dollars more. That includes all 
spending for supplies and materials. 

New equipment—planes, guns, trucks, 
tanks, other major defense tools—will cost 
2.9 billion dollars during the year. That’s 
somewhat less than last year’s cost of 
major procurement. It does not include 
orders for planes and weapons to be de- 
livered after July, 1950. 
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Plant expansion, mostly construction 
of military housing in U.S. and defense 
installations in Alaska and Okinawa, is 
down for 173 million dollars. 

Inventory, the cost of building up 
stockpiles of strategic war materials, is 
to add 575 million dollars to the total. 

That, in brief, is how the 13.5-billion- 
dollar defense budget is to be spent. It 
shows outlays totaling 12.4 billions for 
the Army, Navy and Air Force, the rest 
for stockpiling, pensions, and overhead 
costs in the Department of Defense. 

How much military strength these 
dollars will buy, in turn, is shown in the 
newly revised plans of the armed serv- 
ices based on that budg- 
et. For example: 

In man power, total 
military strength is to be 
cut from a_ planned 
1,616,000 men in uni- 
form to 1,519,000 by 
early 1950. Cost of pay, 
allowances, food, cloth- 
ing and equipment for 
this military force comes 
to 4.7 billion dollars after 
the recent increase in 
military pay—or about 
$3,000 per man. Man- 
power cuts, forced by the 
new budget, are to be 
biggest in the Army, 
smallest in the Air Force. 

In aircraft, too, mili- 
tary strength is to go 
down somewhat. Planned 
cuts in the Navy’s present 
force of 5,658 active 
combat planes will more 
than offset a planned in- 
crease in the Air Force 
strength from its present level of 9,400 
active planes. That is true in spite of 
outlays amounting to 1.7 billion dollars 
for new aircraft and related items during 
the year. Newer planes, not more planes, 
are to result from these outlays. 

In ships, cuts are in prospect, too. 
Number of major combat ships in active 
service is to be reduced under the new 
budget from 268 to 237 ships within the 
coming eight months. No new combat 
ships are under construction at this time. 

How each service fares under this 
changing pattern of U. S. defense strength 
may be seen in these further effects of the 
newly approved budget: 

Army, with 656,000 men in uniform 
now, is to reduce its strength to about 


630,000 by next February. This is in con. 
trast to a planned expansion to 677,000 
by mid-1950. Even so, more than half of 
the Army's 4.3 billion dollars is ear. 
marked for wages and salaries. Less than 
a tenth is for new equipment, with most 
of the rest going for operating costs. 

Result is that more Army installations 
in U.S. are to be closed in the coming 
six months, draftees are to be released 
after 12 months’ service instead of after 
21 months as planned, and strength of 
each of the Army’s 11 combat divisions 
is to be trimmed. 

Navy, with fewer men but a bigger in- 
vestment in equipment, is to be forced 


—Dept. of Defense 


EMBLEM, DEPARTMENT OF DEFENSE 


The budget tells the story 


to reduce its strength by 77 vessels—35 
combat ships and 42 other naval vessels. 
These cutbacks include deactivation of 
5 big aircraft carriers, 6 cruisers, 9 sub- 
marines, 14 destroyers, and 1 destroyer 
escort. Naval man power is cut by 
56,000. But the biggest cuts are tenta- 
tively scheduled for Navy and Marine 
aviation—in the number of both carrier- 
based and land-based air squadrons in 
service. 

Air Force, in contrast, plans to keep 
its present strength in man power and 
equipment as well. About a third of its 
budget is earmarked for new planes. But, 
even so, the increase in Air Force planned 
strength from 48 to 58 groups, as author- 
ized by Congress, is not likely to mate- 
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rialize. For one thing, dollars are not 
provided to increase man-power strength 
for 10 extra groups. For another, the big 
orders placed last year for new planes 
are not yet resulting in large-scale deliv- 
eries. Large numbers of B-36 bombers 
and other new models are not to be 
available for use until after mid-1950. 

Over all, the trend in defense spend- 
ing, as now planned, is toward more em- 
phasis on the Air Force. Nonetheless, 
the largest share of dollars to be spent 
during the year—excluding orders to be 
placed now but paid for later—goes to 
the Navy, with the smallest share of cash 
going to the Air Force. 

Who gets defense orders, under 
the military spending plans as now laid 
out, is important to firms in dozens of 
U.S. industries. Outlook for Army-Navy- 
Air Force orders for the year becomes 
this: 

Aircraft firms continue to get the 
biggest military contracts. Payment for 
delivery of planes during the year ending 
June 30, 1950, is to reach 1.7 billion 
dollars, up from 1.2 billion dollars last 
year. 

Heavy industry, producers of tanks, 
trucks, jeeps, artillery, other heavy mili- 
tary equipment, stands to get orders total- 
ing 1.2 billion dollars for the year. That’s 
a substantial increase over the previous 
year. 

Light industry, however, fares less 
well. With new cuts in defense man 
power, these firms—clothing concerns, 
food processors, manufacturers of small 
weapons and personal equipment—are to 
sell somewhat less to military buyers. 
Total for the year is to be about 1.4 bil- 
lion dollars, compared with 1.8 billion 
dollars in the last year. 

Building-material firms are to find a 
fast-expanding market in military con- 
struction now authorized. Those orders 
are to total nearly 170 million dollars 
between now and mid-1950. 

Mining concerns are another industry 
with new military business now in sight. 
Stockpiling, largely of strategic metals, 
is nearly doubled this year, to a total of 
575 million dollars. 

Service industries, too, stand to get 
millions in defense contracts. Railroads, 
for example, are down for 216 million 
dollars in military travel, 295 million 
dollars in freight business from the armed 
forces. About 25 million dollars is to be 
spent with telephone and telegraph firms. 
Rent and utilities add up to 77 million 
dollars. 

This military spending, in all, promises 
to provide strong support for production 
by industry for the remaining eight 
months of the budget year, now that the 
pattern of U.S. defenses has been fixed, 
the direction of the armed forces’ outlays 
set for that period. 
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How the Defense Dollars Will Be Spent 


(Actual cash spending for the year ending June 30, 1950*) 
(Tammaallittedats) 


Air feeee 


Wages and salaries $1,467 
Travel 63 
Freight, etc. 91 
Communications 10 
Rents and utilities 17 
Printing and binding 3 


Miscellaneous 222 


Supplies and 


materials 337 


Aircraft and 


related items 1,158 


Other equipment 199 


Construction 
Pensions, annuities 3 
Refunds, awards, 

indemnities 3 


TOTALS 


121 
10 
33 


287 


876 


398 


4 


$3,580 $4,282 





186 


584 


560 
625 


107 
19 


$4,501 


*Totals do not include stockpiling, overhead and retirement pay. 
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WHY Does THE CosTLY 


The costly and unnecessary steel strike is 
now in its fourth week. The country at 
large is beginning to feel its disastrous 
effects. Employees and employers have 
already suffered serious financial losses. 
The situation will grow worse if the 


strike continues. 


This strike was ordered by Philip 
Murray, President of the United Steel- 
workers of America (CIO). He and his 
Union must accept full responsibility for 
the strike and its damaging conse- 
quences. United States Steel did not want 


a strike and tried hard to prevent it. 


More than three weeks have elapsed, 
and no proposal of any kind has been 
made to us by the Union for a settlement 
of the strike. On the contrary, the Union 
stubbornly adheres to its original ulti- 
matum that we must agree in advance to 
pay the entire cost of insurance and 
pensions for our employees. That is the 
only issue. Unconditional surrender by 
us to this ultimatum is the price which 


the Union demands to call off its strike. 


In an endeavor to negotiate with the 


Union a sound and fair program of in- 


surance and pensions, United States 
Steel offered to pay up to 10c an hour 
per employee (more than $50,000,000 
a year) toward the cost of insurance and 
pension benefits, the employees to make 
some additional contribution. This 10¢ 
was the amount which the Presidential 
Fact-Finding Board recommended we 
should pay. Our offer was flatly refused 
by the Union. It insists that we must pay 
the entire cost of such insurance and 


pensions. 


The insurance program proposed by 
United States Steel would provide greater 
welfare benefits for our employees at 
less cost than our average employee is 
today paying under existing insurance 


and welfare plans. Therefore, our pro- 


posed insurance program will not reduce 


his take-home pay. 


We have had long experience with 
an employee-pay-nothing (non-contribu- 
tory) plan. We found it necessary to 
adopt a contributory pension plan ten 
years ago. More than 60,000 of our em: 
ployees today participate in this cor 


tributory plan. 


OUR POSITION: United States Steel favors a proper and financially sound program of 
insurance and pensions for its employees. We welcome an opportunity to negotiate 4 
program of this character with the Union. As evidence of our sincerity, we have made 
an offer to the Union to pay more than $50,000,000 a year as our share of the cost. 


( Advertisement) 
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Contributory Social Security 
Has These Advantages: 


1. Larger insurance benefits and 
pensions are provided 


When the employee and the company both con- 
tribute, the larger contributions permit better social 
security benefits. 


2. A contributory plan is safer 


Company pay-all plans are uncertain. There may 
some day be no money or no company. Employees 
suffer, if the plan fails. 


Furthermore, the contributing employee has a di- 
rect interest in the success of the plan. He will then 
strive to keep the plan financially sound and within 
proper bounds. 


3. Contributory plans provide 
savings for employees 


The employees’ contributions go into a fund, along 
with the company’s contribution. In effect, it is a 
savings account for the employee’s own welfare. Un- 
der the usual contributory pension plan, if the em- 
ployee dies before retirement, his family gets his 
pension contributions with interest. If he quits, he 
gets them back, with interest. 


Under a contributory plan, an employee always has 
something saved up for his protection. Putting aside 
savings is not a wage reduction. 


4. Today’s work provides tomorrow’s 
welfare benefits 


Under a contributory plan both the company and 
the employee lay aside something for the employee’s 
future welfare and security. It is not the American 
way to ask for hand-outs or something for nothing. 


5. A contributory plan is a voluntary plan 


A contributory plan ordinarily gives the employee 
a choice. He can take it, or leave it. The inducement 
to join the contributory plan is two-fold. The em- 
ployee is paying some of his own money for his pro- 
tection and for his old age, and, if he is willing to do 
that, the company will more than match all he puts 
up in order to give him greater benefits. 


Many People Know... 


@ That Federal Social Security is contributory. 


@ That the U.S. Government and most States have 
contributory pension plans. 


e@ That many cities (including New York City) have 
contributory pension plans. 


e@ That railroad pensions are contributory. 


@ That the majority of plans in American business 
are contributory. 


But Few People Realize.. . 


@ That many of our employees tell us in letters that 
they want to contribute to a sound insurance ard pen- 
sion plan. 


@ That Philip Murray approved contributions by em- 
ployees when he advised the Ways and Means Com- 
mittee of the House of Representatives in Washing- 
ton on April 12, 1949: 


**4s to financing. our members have been will- 
ing to pay their due share of the cost of social 
insurance.” 


@ That the House Ways and Means Committee 
August 1949 reported to Congress: 


“The time has come to reaffirm the basic prin- 
ciple that a contributory system of social insur- 
ance in which workers share directly in meeting 
the cost of the protection afforded is the most 
satisfactory way of preventing dependency.” 


e That our employees have already lost more pay in 
this strike than their contributions toward a contribu- 
tory insurance and pension fund would total in a 
whole year. 


@ That this is not a popular strike with many of our 
employees. 


@ That the real explanation of the steel strike is 
rivalry between labor union leaders—a desire by one 
labor union monopolist to outdo another. 


Union polities are not a just or sufficient cause for 
the present steel strike—costly to the public, the em- 
ployees, and the steel companies alike. 


UNITED STATES STEEL 


(Advertisement) 
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Too Late to Mail Early: 
Posts Already Overloaded 


Mail load is breaking records. 
Nobody sees the end of increases 
in volume of letters, papers, 
packages. 

Parcel post is preferred for 
more and more shipments that 
used to go by express. Mail is 
cheaper, sometimes faster. 

But postal delays can be longer 
than ever this season. Eventually, 
U.S. mails will have to be re- 
vised to handle modern traffic. 


The Christmas jam in the U. S. mails 
is coming early this year and threatens 
to be the worst in history. By the first 
week of October the volume of mail 
was greater than at the peak of the 
Christmas rush a year ago. 

Phenomenal increases in mail are dis- 
maying the Post Office Department. Serv- 
ice is clogging up at times and excessive 
delays are officially admitted to occur in 
scattered instances. Federal postal losses, 
rising past 500 million dollars a year, are 
causing Congress to take a critical in- 
terest in Post Office affairs. 

Recent happenings seem sure to in- 
crease, rather than diminish, Uncle Sam’s 
postal problems. That is significant news 
to the growing number of companies and 
individuals who depend on the mails 
where they once used private express. 

Post Office troubles all stem from 
the fact that mail is growing faster than 
antiquated facilities are expanded. It has 
been happening for years, but officials be- 
lieve the bursting point must be near. 

Any spot breakdown, at a major ter- 
minal such as Chicago, would tie knots 
in postal service from coast to coast 
within a short time. Storage space is ut- 
terly inadequate for present loads, even 
at larger post offices. Reserve capacity is 
lacking at most places. 

Yet the prospect is for continued large 
increases in mail loads. Many extra, un- 
foreseen increases were added on top of 
normal mail growth resulting from a 
larger population and business expansion. 

Parcel post, for one thing, zoomed 
after the war, to the surprise of the postal 
service. More than 50 per cent of all 
mail, by bulk, is parcel post now. Main 
reason is that express rates went up while 
parcel-post charges stayed low. Congress 
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just refused again, in this last session, to 
raise postal rates or lower the size limits 
on parcel-post packages. 

Shippers have been quick to grab the 
new advantage in mail rates. For in- 
stance, a producer of small articles finds 
that he can mail a 70-pound package 
from New York to San Francisco for $7.97, 
where it would cost $11.68 by express. A 
70-pound parcel-post package rides the 
mail from Washington, D.C., to Gary, 
Ind., for $3.10. Express rate is $4.75. A 
l-pound package goes 150 miles for 12 
cents as parcel post; the minimum express 
charge for any package is 86 cents. 

Latest impetus to the shift from ex- 
press to parcel post arises from the 40- 
hour work week recently adopted for 
railroad freight and express handlers. 
Many communities now have railway 
express and freight service only five days 
a week, with the express office and some- 
times the entire railroad station closed 
Saturday and Sunday. 

This means that express shipments that 
used to be delivered on Saturday are not 
delivered until Monday in many places. 
The delay may be greater because of 
freight piling up over the week end at 
terminal points. 

Mail, including parcel post, still gets 
handling seven days a week, however. 
Post offices, as a result, are inheriting 
still more of the business that used to go 
express. Statistics tell the story: 

Since 1946, less-than-carload-lot ship- 
ments by express declined 36 per cent 
while the number of parcel-post pack- 
ages increased 20 per cent. Manufactur- 
ers, wholesalers and retailers are big par- 
cel-post users now. They split up ship- 
ments into small packages to get within 
parcel-post size limits: 70 pounds in 
weight, including wrapping, and 100 
inches in length and girth combined. 

Most other types of postal business 
are up and still rising. Vastly more maga- 
zines, newspapers and advertising cir- 
culars are sent through the mails than 
before the war. Mail advertising sky- 
rocketed with returning competition. 

Altogether, post offices are handling 
about 43 billion pieces of mail this year, 
15 per cent more than in 1947 and nearly 
50 per cent above the 1941 level. Around 
1 million special transactions are handled 
in post offices, too, in services such as 
money orders, collect-on-delivery mail 
and postal savings. 

All this business has to go through a 
svstem that was designed, for the most 
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part, to meet the needs of a smaller U.S. 
about the time of 1910. 

Post offices are short of equipment- 
office machines, conveyors, motor ve- 
hicles, repair and maintenance gear. 
Equipment is obsolete. Average age of 
postal trucks is 15 years. Almost no trucks 
are of the tractor and semi-trailer types 
that private companies find most efficient 
for moving big loads quickly. 

No new post offices have been built 
since 1940. Railway mail terminals are 
officially described as “black holes” in 
some cases, where fast, efficient work is 
impossible. Most post offices are anti- 
quated buildings that cannot handle fleets 
of big, fast trucks. Postal officials them- 
selves say that only with trucks can they 
speed up local mail delivery in metro 
politan areas, where most delays occur. 

More than 900 pages of detailed laws 
and regulations often hamper efforts to 
change old ways of doing things. 

Traditional advice to shippers, to 
mail early and avoid delays, seems more 
pertinent than usual in the 1949 season. 
No startling improvement in mail service 
appears to be possible until Congress ap- 
proves and directs a big, probably ex 
pensive, modernization program. The new 
size of the postal job may require what 
amounts to a new postal system. 
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PERON’S 5-YEAR PLAN IN TROUBLE 


Reported from BUENOS AIRES 


Peron plan to build up Argen- 
fina is switching from factories to 
farms. Tax cuts, modern imple- 
ments, other aids are promised. 

Industrialization hasn‘t worked 
out. Projects proved too costly, 
drained the country of dollars, so 
they go on the shelf. 

Farmers are counted on to win 
back world markets. But it may 
be too late. High prices have sent 
Peron‘s customers elsewhere. 


President Juan D. Peron’s big 
scheme for industrializing Argentina 
is going quietly on the shelf. With only 
a fraction of the Five-Year Plan com- 
pleted, the money is running out and 
prospects for much more progress 
have become dim. So General Peron, 
who not long ago was making speeches 
about industrialization, is changing 
the subject. 

The emphasis now is on farming. It 
comes at a time when production of all 
crops is down and when Argentina has 
lost some of her best markets because of 
her high prices. 

Farmers have been complaining for 
three years that the Government has been 
skimming the profit off the export busi- 
ness and putting it into the Five-Year 
Plan. During this time the Government 
has been the principal buyer and seller 
of goods; it has bought products from 
farmers at low prices and sold them 
abroad for all the traffic would bear. 

Although the idea was to use these 
profits on the Five-Year Plan, quite a 
little of the money actually went into the 
purchase of unsuitable tractors and trucks 
in the U.S. at high prices. Today thou- 
sands of these vehicles are rusting in 
Government yards because nobody wants 
to buy them. Besides having spent all her 
dollars, Argentina has piled up nearly 
$150,000,000 in past-due accounts with 
American firms. 

With the dollar barrel empty and some 
good customers alienated, farmers are 
glad to see the Government turning its at- 
tention from industrialization to agricul- 
ture. Feeling is that advisers whom Gen- 
eral Peron recently appointed have made 
him realize that farming is the country’s 
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real foundation and that it should have 
the kinks taken out. 

Agriculture doesn’t produce the profits 
to pay for industrialization any more. 
Huge quantities of grains and oilseeds are 
rotting on the farms. And farmers don’t 
see a very bright future as they watch the 
steady decline of sales abroad. Once the 
world’s biggest corn exporter, Argentina 
sold only 690,000 tons in the first nine 
months of 1949. Wheat shipments mean- 
while were 1,423,000 tons, against 1,814,- 
000 in the first nine months of 1948. 

Big question among farmers and 
businessmen is whether the Government 
will be able to build farm output and 
exports back up again and to finance the 
buying of thousands of pieces of farm 
equipment that are needed. 

Largest cause of worry to farmers right 
now is the high cost of production. There 
is a shortage of laborers, and produc- 
tivity of those who still work on farms 
has dropped 35 per cent. Wages and 
taxes are higher; so are parts and fuel for 
tractors. Tendency among farmers is to 
cut acreages to sizes that they and their 
families can handle, without hired help. 
There is a tendency, too, to shift from 
crop farming to cattle raising, which 
takes less labor and equipment. 

Farmers see little chance that more 
labor will become available any time 
soon; workers who have moved to the 
cities and are drawing good pay there 
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Farmers are counted on 


are not likely to go back to the country. 
Still, in spite of high costs of labor and 
equipment, many farmers believe use of 
the right kind of machinery would cut 
prices to a point where Argentine prod- 
ucts could compete in world markets. 

This means getting machinery abroad, 
since little of it is manufactured in Ar- 
gentina. Estimates of what is needed run 
from 90,000 to 420,000 tractors, plus 
20,000 harvester combines and 190,000 
gang plows. One type of tractor for which 
farmers have a big need is a Diesel ca- 
pable of pulling a five-bottom plow and 
turning 20 to 24 acres of land in a day. 

Farmers would like to see these items 
of equipment bought in the U.S. and 
Canada, where the types manufactured 
are suited best to Argentina’s needs. The 
Government already has tried—and failed 
—to interest U.S. manufacturers in deal- 
ing on a barter basis. Thus, if U. S. equip- 
ment is to be bought, Argentina must pay 
dollars for it. So the Government hopes 
to increase exports to North America. 

Over all, Argentina can sell more goods 
to the U.S. if she will make her prices 
attractive. However, she will have to 
wipe out her backlog of old accounts 
before increased dollar revenue can be 
used on a big scale to buy farm equip- 
ment. In Canada the chances of financ- 
ing purchases of farm equipment are not 
much better. 

Argentina, thus, must look to Europe, 
especially Britain, for most of the equip- 
ment that her farmers need. And there is 
a question whether Europe can supply 
the amounts and kinds of equipment that 
Argentina needs when she needs it. 

Other aids to farmers that the Gov- 
ernment is studying include sale of high- 
quality seed at low prices, reduction of 
land taxes, announcement of the season’s 
prices for crops before sowing 
scientific research, colonization and _irri- 
gation. A start has been made toward a 
system of farm credits, but this program 
has not been worked out fully. 

Long-range outlook for Argentine 
agriculture will be fairly hopeful if these 
projects are carried out. For the im- 
mediate future, however, farmers have 
their fingers crossed. General Peron has 
promised to throw the entire weight of 
the Government behind agriculture, just 
as he aided industry. The trouble is that 
the Government does not have the weight 
now that it had three years ago, before 
Argentina had spent her dollars and 
antagonized some of her best markets. 
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A WAY OUT OF THE STALEMATE 
IN THE STEEL STRIKE 
AN INTERVIEW WITH PROF. CARROLL R. DAUGHERTY 


Chairman of the President's Steel Industry Board 





EDITOR’S NOTE: Speaking in his personal ca- 
pacity, Professor Daugherty has given to U.S. 
News & World Report an interview. It might 
turn out that a negotiated settlement of the con- 
troversy between the steel companies and the 
union will develop along these lines. 





Mr. Daugherty makes it clear that he is not 
speaking in behalf of any other members of the 
fact-finding board and is answering the questions 
below solely because of a desire to help public 
understanding of the vexing problems that have 
arisen in connection with the steel strike. 








Q Did you notice, Professor Daugherty, that Presi- 
dent Truman in his press conference said that the work 
of the fact-finding board was finished and that the 
report speaks for itself? 

A Yes, I did. 

Q Doesn't this permit you as a private citizen now 
to express freely your views about the current contro- 
versy that has arisen as to the meaning of certain por- 
tions of the report? 

A I believe it does and, provided everyone under- 
stands that I am speaking only for myself, I am glad 
to do so if I can be of constructive help toward an 
understanding. 

Q Does this mean that you believe the board should 
be formally reconvened? 

A Only if both sides were to request it. But I also 
think that, considered in its entirety without picking 
particular parts out of context, the report does speak 
for itself and provides a basis for settlement now with- 
out a reconvening of the board. 

Q But there are certain portions in it that can be 
differently interpreted, are there not? 

A It is a question not of words but of substance. 
There is nothing sacrosanct, for instance, about the 
words “contributory” or “noncontributory.” We 
used them both in the report and yet the real purpose 
is to provide adequate social insurance and adequate 
pensions by whatever method the parties themselves 
agree is likely to provide the desired result. 

Q Then you consider adequacy of pensions the real 
criterion instead of the method of contributions? 

A Speaking for myself, yes. 

Q Isn’t that a question of capacity to pay on the 
part of the companies and willingness to pay out of 
wages on the part of workers? 

A Yes, and certainly there is nothing wrong about 
workers’ trying to persuade the companies to pay it 
all and there is nothing wrong about the companies’ 
proposing that the workers as well as the companies 
should contribute. 
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Q Then you do not regard these matters as in- 
flexible? 

A No, not at all. That’s what collective bargaining 
is for. 

Q Did your report make that clear? 

A It all depends on how you interpret the ideas we 
outlined. Thus, in respect to social insurance, we said: 

“Of course as a result of bargaining, it is possible 
that the parties may agree that the employer should 
pay the 4 cents to buy some of the items in the plan 
at the level requested by the union, and that the 
workers should pay 2 cents or some other amount to 
buy other items requested. In any event, as pointed 
out above, 4 cents will provide a substantial social- 
insurance program. By genuine, good-faith collective 
bargaining, the parties might agree on any combina- 
tion of social-insurance benefits.along these lines.” 

Q But you didn’t say the same thing in your report, 
did you, with respect to pensions? 

A No, but it is plain that we were dealing in the 
case of social insurance with an immediate problem 
of contract settlement on which a study had already 
been made and on which there was little disagreement 
between the parties as to how much in the way of 
benefits could be bought with a given amount of cost 
or contributions. 

In the case of pensions there was a big difference 
between the union’s and the companies’ estimates on 
how much benefits could be bought with a given cost 
or contribution. Therefore, we believed that a joint 
study should be made first and that the question of 
benefits in relation to contributions would not be 
decided until about April, 1950, when the present steel 
contract expires. 

After all, I believe the union is just as eager to have 
a financially sound pension plan as the companies. It 
is to the interest of both that the workers should never 
have to blame anyone for an unsound plan. 

Q Would it be proper therefore to infer that the 
same approach might be made to pensions through 
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collective bargaining as you suggested with reference 
to social insurance? 

A The point is that part of the collective bargain- 
ing with reference to pensions was attempted imme- 
diately —before a study had been made. I didn’t sup- 
pose there would be real bargaining on the pension 
jssue until after the joint study had been made. 

Q But your report did say that “a few guideposts 
are recommended” and then your report stated that 
the “basic features should be fixed at the outset” and 
you added: “‘For the reasons already mentioned, the 
plan should be noncontributory.” Isn't that right? 

A Yes, that’s the exact language, but you have to 
read it in the light of our main recommendation that 
a joint study on pens’ ns must be undertaken by the 
union and the companies. A “guidepost” can indicate 

to you the direction in which you ought to go but as 
you travel along the road you may find obstacles 
which may make you detour. 

Thus it might be a fine thing if pensions could be 
company financed in their entirety. But for a finan- 
cially safe plan the amounts that a company can 
afford to contribute might prove wholly inadequate 
for the worker and anything beyond that might be 
prohibitive in cost. So we come back to our main 
guidepost again—How can we achieve adequate pen- 
sions? This is the real substance of the whole issue. 

Q Do you believe that the union’s estimates of 
pensions costs in relation to benefits mentioned in 
your report are accurate? 

A We had no time to check them. You will note 
that in our report we said: 

“On the basis of the union’s estimate, if the parties 
finally agree, e.g., on a flat sum for all workers, we 
estimate. that 6 cents per hour on a 2,000-hour year 
would bring about $70 a month, which when added to 
the average amount now payable under the Social 
Security Act will provide somewhat more than $100 
per month on retirement.” 

Q Then if the studies showed that this contribution 
would not bring an adequate pension, there might be 
some contributions by the workers as well as possibly 
a little larger contribution by the companies? 

A Yes, and we said as much in our report immedi- 
ately after the paragraph I just quoted. We said: 

“If the joint study develops that the cost is some- 
what more or somewhat less, the amount of the pen- 
sion can be adjusted accordingly. If any of the other 
features sought by the union are dropped or modified, 
this will also have its effect on the amount of the 
pensions. All this must be left to such agreements 
as will be reached after the study and the discussions 
which the parties will have.” 

This points to the necessity for genuine bargaining 
toward a system of assured retirement benefits. 

Q Doesn’t this seem to you like a complicated busi- 
ness that cannot be settled easily and must require lots 
of figures and actuarial estimates and such things? 

A Yes, that’s why we recommended a joint study 
by the union and the companies. 


Q Do you think it feasible for the parties to make 
any agreements now as to a pension plan, or do you 
think the parties might agree to resume operations 
and work pending the outcome of the study? 

A This latter might be a desirable step to take 
because it isn’t after all a question of whether the 
plan is contributory or noncontributory but whether 
it provides adequate pensions for the workers who 
receive them. When you are dealing with hundreds 
of thousands of persons of varying ages and length 
of service a cost problem is involved which can hardly 
be estimated in advance. 

Q Do you think, therefore, that if the parties take 
the board's recommendation concerning a joint pen- 
sion study and approach it with an open mind and 
with the objective that the companies should bear 
the expense of pensions up to a certain amount or 
cost, this might present the basis for a settlement? 

A I should hope so, but this is a task for the medi- 
ators to undertake and I firmly believe that the dispute 
can be settled and in the end the workers can receive 
adequate pensions. How much it will cost in a safe 
plan is such an important factor that it seems to me 
unwise to try to settle the present pension issue before 
a thorough study of all factors is made, though the 
commitment of the companies to pay‘at least 6 cents 
for pensions and 4 cents for social insurance should 
be borne in mind as a basic contribution toward ade- 
quate pensions. 

Q But do you feel that the union officials should 
now make a commitment to pay a portion of the 
pension cost over and above the 6 cents? 

A I think it might be helpful if they could but, on 
the other hand, I can see why they might prefer to 
await the outcome of the joint study and make 
no advance commitment until they see how far the 
6 cents will actually go, though pledging them- 
selves now that when the study is completed they 
will re-examine the subject of their own contribu- 
tions if any are found necessary for a safe and ade- 
quate plan. 

Q Do you think the settlements should be uniform 
for all companies? 

A The best answer to that is what we said in the 
report: 

A The best answer to that is what we said in report: 

“With respect to those companies which are among 
the group of 19 leading steel-producing companies, 
however, there is a presumption that the above- 
mentioned recommendations of this board should 
apply. In spite of this presumption, there should be 
a return to collective bargaining in order to provide 
an opportunity to each company to prove that the 
considerations, conclusions and recommendations 
herein discussed are in fact not applicable to it. 

“With respect to companies which are not included 
in the group of 19 leading steel-producing companies, 
there should be bargaining between the union and 
each company to ascertain what deviations, if any, 
should be made from the general recommendations.” 
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REVIVING GERMANY 
AN INTERVIEW WITH JOHN J. McCLOY 


U.S. High Commissioner for Germany 





EDITOR’S NOTE: What does Western Ger- 
many’s revival mean to the rest of the world? 
Does industrial recovery open the way for mili- 
tary recovery? As Germans grow stronger will 
they turn to Russia? We present an interview on 
these questions with John J. McCloy, U.S. High 
Commissioner for Germany. Mr. McCloy was 
interviewed in Frankfurt by the Regional Editor 
of U. S. News & World Report for Central Europe. 








JOHN J. McCoy is a lawyer who gave up a suc- 
cessful private practice to enter Government serv- 
ice in Washington early in World War II. He was 
Assistant Secretary of War from 1941 until the 
end of the war, and two years later was elected 
president of the World Bank. He was serving in 
that post last May when President Truman chose 
him to be the first civilian U.S. High Commis- 
sioner for Germany. 








Q Now that creation of an East German state has 
followed the establishment of a West German state, 
what do you think the chances are, Mr. McCloy, of 
Eastern and Western Germany being rejoined into 
one country? 

A I doubt whether the creation of the Eastern Ger- 
man state accelerates that event. The manner in 
which the Eastern German Government was hand- 
picked, the absence of elections, and the general Com- 
munist procedures under which it was set up are so 
antagonistie to the concepts of the West that I see no 
chance of unity with this particular type of govern- 
ment. 

The policy and influence of the Western powers 
and of the German people as a whole should be con- 
stantly toward the unity of the entire German people 
on the basis of free institutions, free speech, free elec- 
tions. That is the true basis of unity; it is the one for 
which the Allies stand, and one which holds the best 
and only hope for Germany. The other is no more 
than the unity of the bear hug. 

Q The Russians have made a number of statements 
indicating that they may withdraw their occupation 
troops. Some Germans have advanced the thesis that 
a withdrawal of the Western occupation troops, fol- 
lowing Russian withdrawal, would enable the East 
and West German governments to negotiate the unity 
of Germany. Do you think this offers anything? 

A I do not think that we should determine the 
withdrawal of the Western occupation troops upon 
any particular measures taken by the Soviet troops, 
unless we are convinced ourselves that it is a wise 
and appropriate thing to do. 

I wish to emphasize that this is a governmental 
question rather than a Commission question, but 
my view would be that the maintenance of the West- 
ern occupying troops in Germany should be de- 
termined by whether it is felt their presence is con- 
tributing to the achievement of the mission for which 
they came. 


Q In this connection, how long do you think Amer- 
ican troops will have to remain in Germany? 

A They will certainly remain, in my opinion, as 
long as the peace and security of Europe require their 
presence. 

Q How are your personal relations with the Rus- 
sian officials you encounter? 

A Well, so far, they have been brief but pleasant. 
They were more social than political. However, | 
have gone out of my way to make it clear to the So- 
viet authorities that I am available and eager to talk 
with them on any occasion they wish. 

Immediately on my arrival in Berlin, I called upon 
General Chuikov [head of the Soviet Military Ad- 
ministration] to pay my respects, and meant it when 
I said I was anxious to carry out the spirit of the 
four-power agreements on Germany. I will be glad 
to receive him or any other Russian official at any 
time and would not hesitate to seek contact with them 
myself whenever the occasion seems either to require 
it or make it desirable. 


Germans Tired of ‘Hate’ Philosophy 


Q There’s been some talk about a rise in national- 
ism and a return to Nazism in Germany. What do you 
think about it? 

A I am glad you mentioned that. It is not easy to 
evaluate accurately the German mind, even in normal 
times. The German seems to me to be a peculiar mix- 
ture of individualism and subservience to authority. 
In this period of Germany’s emergence from chaos, 
German opinions as to the best course of action po- 
litically and economically are bound to vary greatly. 
It is very difficult to distinguish between honest 
patriotism and irrational nationalism, but I think the 
overwhelming majority of Germans are tired of the 
philosophy of hate and are pretty thoroughly cured 
of any desire for another totalitarian experiment—n0 
matter by what name you call it. 
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Sim chance of unity with the Soviet area—German industry is 


recovering, but not enough—Importance of East-West trade 


io Germany—Progress of the de-Nazification program 


l hear from time to time that former Nazis are back 
in the saddle again or that such and such a percentage 
of employes here or there are former Nazis. The fact 
that perhaps 30 per cent of Germany was Nazi and 
that this group has been tried before German courts, 
convicted and sentenced, or exonerated, is sometimes 
forgotten. 

It is ridiculous to say that you can exclude all these 
people forever from the economic, political and social 
life of the community. Certain categories certainly 
are to be excluded and others watched, but employ- 
ment of former “follower” types is not synonymous 
with a rebirth of Nazism. 

My point is that the Commission is charged with 
the preservation of democracy and will watch all 
trends and action that might threaten this—from 
former Nazis or other sources. I myself believe that 
inso doing you must give Germans the feeling that 
they are being trusted, or they will never trust them- 
selves. 

Moreover, as I have said on previous occasions, we 
are in a period where we must judge people as well by 
their present attitudes as by attitudes they assumed 
10 or 15 years ago, unless their old attitudes were 
either criminal or perverse. 


Gauging Occupation’s Success 


We shall have and shall probably continue to have 
statements to the effect that great national efforts of 
one sort or another are gigantic failures. It has been 
said of the occupation of Japan. It has been said of 
the occupation of Germany. It has been said of the 
Marshall Plan. On several occasions during the war 
itwas said of the conduct of the war, though a succes- 
sion of tangible victories have made us all but forget 
some of these analyses. 

For myself, I do not know whether the occupation 
isa great success or a great failure or something in be- 
tween. I do know that I have had, in the midst of 
some disappointments, some very bright spots indeed 
inmy experience in Germany thus far to indicate that 
the average German is thinking more about his re- 
sponsibilities as a citizen and of the meaning of de- 
mocracy than he has for the last 100 years. 

The situation in Germany, as I said at the begin- 
ting of this answer, is extremely complex and ex- 
temely difficult to assess. Let me give you one 
ftample: In Offenbach, a town in Hesse, the other 
day, a Jewish doctor who had been in a concentration 
‘amp was kept from an important hospital office by 
aburgomeister because, said the burgomeister, “We 
could not trust a Jewish doctor who had been sub- 
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jected to such brutalities to have a considerate atti- 
tude toward German patients.” 

Only an aberration induced by an innate stupidity 
or a Hitlerian indoctrination could have produced 
such an attitude, but the response was immediate. 
The burgomeister was thrown out by the Germans 
themselves and the whole town was in an uproar 
about it—without any stimulation or intervention. 
Only a new attitude could have produced this reac- 
tion to an event no one could have dared to oppose a 
very few years ago. Which is more significant of Ger- 
many today I do not presume on the basis of my 
present knowledge to say—but I do say there is hope. 


German Realization of U. S. Aid 


Q Does the average German citizen seem to be 
aware of how much help the Germans are receiving 
from the United States? 

A I doubt whether any of them really know the full 
extent and significance of the aid we give, but I doubt 
whether the citizens of any of the recipient countries 
have quite that realization. However, I do feel that 
there is a very substantial realization on the part of 
the individual German citizen of the aid that he is 
receiving from the United States. 

Our surveys indicate this and I also think that they 
indicate that, if anything, a larger percentage of the 
German citizens are aware of the general benefits they 
are receiving than is the case with some of the coun- 
tries whose economies are perhaps further advanced 
than that of the Germans. 

Incidentally, I suppose largely because of the “air 
lift,” the surveys from Berlin indicate a greater con- 
sciousness there of American aid than in any other 
area, certainly in Germany, if not in Europe. 

Q How much is Germany costing the American 
taxpayer a year now? 

A In the last year, the total amount of United 
States-appropriated funds for Western Germany was 
something less than 1 billion dollars. This includes 
ECA [Economic Co-operation Administration] aid. 
For the present year, although the appropriations and 
allocations have not been finally decided upon, our 
best estimate is that the combined total will be in the 
neighborhood of 760 million dollars. 

Q How long will this expense to the U. S. continue? 

A The answer to this question rests with the Amer- 
ican people and the Congress. 


Problems of Trade With Russia 


Q Are the Germans going to trade with Russia and 
Eastern Europe on a large scale? 

A I don’t know how large this scale will be. Thus 
far, the scale has not been large, but again, in my 
judgment, I believe that there should be and really 
must be an active trade between the West and the 
East. I wish to point out that at the present time Ger- 
many, Western Germany, does have trade agreements 
with a number of the countries to the east. 


Q How close a check do the Allies plan to keep on 
this sort of thing and for how long? 

A The checks and controls that we are now exert. 
ing relate to security. It is sometimes difficult to draw 
the line between supplies which can only be used fo, | 
peaceful purposes and those which tend to build up 
a war threat. An attempt has been made to strike g 
balance between the two. In the category of war 
goods, or goods particularly useful for war or it, 
preparation, we will continue to exercise controls 
over shipments. 

Q Will some further action be taken by the Allies 
to liberalize the controls, or are they satisfactory now 
in preventing war-potential shipments and permitting 
other types of trade? 

A I think the list is always subject to review. It js 
a very technical determination which establishes such 
a list today. We have so many complaints both ways: 
namely, that the list is too large, on the one hand, or 
too small, on the other. Some of the items on the list 
are being criticized, but, generally speaking, I should 
say that we do not foresee any major change for the 
time being. 


Franco-German Co-operation 


Q What do you find since you have arrived in Eu- 
rope.about the feeling between the Germans and the 
French? 

A I have naturally been in contact mainly with the 
French and German leaders. I have not had wide op- 
portunity to test public opinion as a whole, but I can 
say from recent public statements, as well as state- 
ments made to me personally by responsible French 
and German leaders, that I am convinced there is a 
sincere desire on the part of both groups of these lead- 
ers to co-operate in an effort to bring about a solid 
understanding between France and Germany. The 
recent statement of Chancellor Adenauer [of West 
Germany], I thought, was particularly encouraging 
on this point. 

The Chancellor said: “The foundation stone of Eu- 
rope’s unity must be friendship between Germany and 
France. A wealthy Germany and a flourishing France 
are the best guarantees for a French, German and 
European peace. 

“France and Germany,” he said, “need each other. 
There have been serious difficulties, but there is a his- 
torical necessity for letting the past be the past.” 

If this objective is to be realized, it will be the duty 
of Germans to take all means within their power to 
see that the French are satisfied that they need n0 
longer fear any menace to their security from across 
the Rhine. 

Q What is the viewpoint of the French toward 
Germany’s recovery and return to self-government? 

A I cannot speak for the French, but my feeling is 
that the French will look with favor upon Germany's 
recovery and return to self-government provided they 
can be assured that their security is not threatened by 
a revival of a German aggressive spirit. 
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Q In this connection there has recently been some 
discussion of calling a halt to the dismantling of Ger- 
many’s war industry and making changes in the level 
of industrial capacity permitted to Germany. Could 
you discuss that a bit? 

A The dismantling program is a product of the 
reparations agreements and the security measures 
which were taken by the Allied governments after the 
close of the war. The program has been reviewed and 
certain of the agreements and adjustments which 
were made after the war have been modified. There 
still remain a number of plants scheduled for dis- 
mantling connected both with the security and the 
reparations program. 

The program is one which has been reached upon 
the basis of government agreements. Any modification 
of the dismantling program requires a reconsideration 
of the reparations agreements, the security measures 
and the so-called ‘level of industry” agreements. 

Here again the subject is a very technical one. For 
my own part, and I wish to emphasize that I am 
speaking purely from a personal point of view, I 
would hope that in some way this entire dismantling 
problem could, with the help of the Germans, be re- 
solved in such a way as to bring about a stronger 
European economic unity. 

Q How might that be done? 

A More countries are involved in this question than 
merely the occupying powers, and their rights and 
interests as well as those of the occupying powers 
must be considered. 

Firm and complete adherence to the rights and ob- 
ligations of the Ruhr Authority may be one evidence 
—on the part of Germany—of the co-operation that I 
am speaking about. 

There are other important steps that might be 
taken, but it is not only preferable, it is, I should say, 
essential that they should be proposed by the Ger- 
man Government. 

If the Germans seek to avoid the dismantling which 
is the consequence of former German aggression, it is 
the Germans who should come forward with serious 
proposals to avoid that consequence. 


A German Army? No 


Q On the security question, do you think that the 
Germans ever will be permitted to have an army 
again? 

A It is quite clear that the policy which the Allied 
High Commissioners are directed to administer does 
not permit the reconstitution of a German military 
or paramilitary force. It is the mission of the Com- 
mission to see that Germany remains demilitarized, 
and we have a Military Security Board which is 
charged with that particular responsibility. 

Q In that case, how will the country be policed and 
defended? 

A Naturally, there has to be a German civil police 
system. Such German police forces as there are must, 
under tripartite agreement, be so decentralized that 


they cannot take on the character of a paramilitary 
force under the guise of a police organization. Other 
precautions must be taken to see that the methods of 
a Gestapo are not revived, but in my judgment it is 
entirely compatible with a democratic state that it 
should possess an efficient and well-distributed po- 
lice force. 


Allied Forces Keep the Peace 


Q And, in terms of defense against external aggres- 
sion, how will Western Germany be defended? 

A I think one has to answer that question by point- 
ing out that the Allied armies are now in Germany 
and are presumably prepared to maintain the peace 
and security of the areas they control. What will 
constitute the ultimate security of Germany after 
peace treaties are consummated and other security 
measures taken which justify the withdrawal of all 
occupation troops can only be determined as of that 
time. 

Q Does the creation of a paramilitary force in 
Eastern Germany alter the problem in this regard? 

A I think it is an element that we have to take into 
account, but I am sure we would be most reluctant to 
set up a similar force in West Germany as a counter 
to such a move in the East. 

Q Mr. McCloy, you have been in Germany for 
several months—will you give us some of your im- 
pressions? Just what sort of country do you find West 
Germany to be? 

A I find it a country which is arising out of a period 
of heavy damage, both economic and spiritual, dam- 
ages resulting from the abuses of power and the con- 
sequences of war. It is also a country which, in my 
judgment, is making a determined effort to become 
a contributing and peaceful factor in the world com- 
munity. 

It is still beset by conflicting interests and confused 
thinking, but, I believe, through it all the aim of the 
German people and the Western Government is sin- 
cerely to seek a fair solution of Germany’s problems 
in the interests not only of the German people, but in 
the interests of the European community as a whole. 

Q Will the German people be able to feed them- 
selves? 

A Germany, and particularly Western Germany, 
has never been able to feed itself. By that I mean 
grow all the food that the people consume. Since the 
war, this situation has been greatly aggravated by the 
enormous increase in the West German population. 
The population has increased by approximately one 
fifth and the prewar agricultural level has not yet 
been reached. 

I should say that the outlook is that Germany 
will never be self-sufficient in food; that large food 
imports will always be necessary. This means that 
Germany will have to export enough to pay for her 
food imports by the time Marshall Plan aid ends in 
1952. 

(Continued on page 30) 
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That is one aspect of the problem. The other is 
to increase German agricultural output to the 
greatest extent possible so that this great gap can 
be closed, or at least become manageable. 

Q Do you think ultimately West Germany will 
be able to export enough to pay for its necessary 
food imports? 

A I think that it will. The Germans are indus- 
trious people. They have in times past proven that 
they can make many goods that others want. The 
extent to which they will be able to achieve a suf- 
ficient export level will depend to a large extent 
upon the freedom with which German goods are 
received in outside markets. 

Q What are the Germans making now in the 
way of chemicals, machine tools and other things 
that were important before the war? 

A The chief chemicals now produced are potash, 
which is used for fertilizers, and certain other of 
the basic chemicals—sulphuric acid, caustic soda, 
calcium carbide. In prewar years Germany, of 
course, had very large sales of dyestuffs and phar- 
maceuticals. Dyestuffs, although considerable at 
present, are not up to prewar rates of production 
and the pharmaceutical output is greatly dimin- 
ished, mainly because markets have been lost to 
Germany because of the war. 


Production Near Prewar Level 


Generally speaking, however, all German pro- 
duction is approaching prewar levels. For example, 
chemical production for August was 87 per cent of 
the 1936 level, and for the corresponding month of 
last year was 68 per cent. The total of all industries 
for August was 91 per cent of the 1936 level. 

The increase in German production has been 
spectacular during the last year, particularly 
since the monetary reform, but we must not lose 
sight of the fact that the increase was from a very 
low level. 

Whereas, production was up to, let us estimate, 
91 per cent of the 1936 level in Germany, other 
countries, competitors of Germany and neighbors 
of Germany, have increased their production in 
many cases far above the 1936 level. 

Sweden, Norway, Denmark, United Kingdom, 
France, Netherlands, Belgium are all far above the 
prewar levels, and I think it may be pointed out 
that a number of these countries that I have just 
mentioned, with all of the greatly increased pro- 
duction, are still in economic trouble. 

The figures I have referred to are for production. 
When we compare the export figures, the difference 
between the German economy and the neighboring 
economies is even more marked. It is difficult to 
estimate just what exports from Western Germany 
are now in relation to what they were prewar. A 
number of assumptions have to be made in making 
such an estimate, but what I feel are fairly reliable 
estimates indicate that Germany, Western Ger- 











many, is only up to, say, 35 per cent of the prewar 
exports. Britain is now at something over 150 per 
cent and still finds the going heavy. 

I refer to this because I have heard that there is 
a good bit of concern expressed over the fear that 
German industry was coming along too fast. I do 
not believe it has revived far enough for its own 
good or for the good of Western Europe. 


Competition for World Trade 


Q You spoke earlier about German goods being 
received freely in world markets. Could you ex- 
pand a little on that? Do you think the Germans 
will provide serious competition for other countries? 

A German goods will certainly be in competition 
with the goods of other countries. The seriousness 
of the competition will depend, as it does with 
other countries, upon the quality of the goods, the 
price, sales-promotion methods and certain other 
supplementary factors. 

The recent revaluation of the mark, even though 
the mark is still not freely convertible, should make 
Germany’s products available to foreign purchasers 
at more attractive prices. No one, in my judgment, 
could or should prevent a German exporter from 
offering his goods at a lower price than his foreign 
competition, provided he deals fairly and makes 
his cost and a reasonable profit. 

We must, on the other hand, be on guard against 
the reintroduction of subsidies, dumping, discrimi- 
natory trade practices which placed Germany in an 
unwholesome, dominating position in European 
trade and, indeed, in world trade, during the period 
of her preparation for war. 

Q Do such practices exist now? 

A At the present time, Germany is selling her 
coal to domestic consumers at a considerably lower 
price than she is selling it abroad, even though her 
export price is lower than the world price. The de- 
valuation of the mark in conjunction with the 
devaluation of other currencies tended to increase 
this differential. 

As this practice tended to create a considerable 
advantage to the domestic consumers of German 
coal, particularly the steel people, as against for- 
eign steel manufacturers, this entire subject was 
made the object of a review by the High Com- 
mission and it is contemplated that action will 
be taken to make necessary adjustments to elim- 
inate unfair advantages, particularly in coal prices, 
by the first of the year. Certain interim action 
has already been taken by the new German Gov- 
ernment. 

The willingness of the new German Government 
to recognize this situation and to be prepared to 
make adjustments is, to my mind, a most hopeful 
element. It is an expression of the German attitude 
toward the liberalization of European trade and 
toward her willingness to co-operate in steps lead- 
ing to that end. 
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>> Upshot of the situation in Britain is simply this: Things are bad, stand 
a good chance of getting worse, but Britain's Socialist Government doesn't 
propose to do anything drastic about them just now. An election is coming up. 
Prime Minister Attlee's bark, it seems, is worse than his bite. London 
was keyed up by hints from Attlee himself to expect deep cuts in Government 
spending, belt tightening on a heroic scale. Everybody expected to get hurt. 
Attlee's bite, however, is just a tentative nip. It doesn't hurt much. 
What Attlee is doing is to postpone drastic measures as long as pos ible, to 
gamble that maybe they won't be necessary, after all. Government cuts don't 
really apply until spring, or later. Import cuts won't be felt much until then, 
either. By then, Attlee apparently hopes exports to U.S. will be ‘booming, 
making cuts less necessary. By then, also, it will be election time, with Social= 
ists asking five more years. Until then, tendency is to go easy on the voters. 











>> Big government in Britain is to stay big a while longer. 

Immediate cuts in Government spending may not exceed 210 million dollars. 
That amounts to only 1 per cent of Britain's total Government expenditure for 
operating and capital-investment items. And it's less than the amount by which 
defense spending, alone, is exceeding budget approved last spring. 

Promised cuts, to take effect next spring or later, add up to 784 million 
dollars. At that, this sum is only 5 per cent of Britain's over-all budget. 
Main items like free medical care, food subsidies are pared but not slashed. It 
remains to be seen whether these cuts will be included in the new budget due 
next April. October promises can be reviewed, modified, trimmed when April comes. 

Point to note: With election coming next spring, politics inevitably is to 
color much the Government does between now and then. Handling of economic crisis 
has to be viewed with this in mind. Control of British Government is at stake. 











>> Tito's feud with Stalin is branching out, getting to be quite a spectacle. 
At the start, it was just a family matter, a private feud between Joseph 
Stalin, sitting in Moscow, and his disciple, Josip Broz Tito, in Belgrade. 
At issue was control of Yugoslavia, obedience to Stalin as top Communist. 
Tito's new tactics broaden the issue. Taking the offensive, Tito now chal- 
lenges Stalin's leadership of world Communism. Stalin is the heretic, Tito the 
true disciple of Lenin, says Tito. So Communists throughout the world are asked 
to turn away from Stalin, turn away from Moscow, look to Tito for leadership. 
French Communists, accordingly, are entertained by Tito in Belgrade, urged 
to return to France and persuade Communist Party there to break with Moscow. 
Italian Communists are invited to Belgrade for similar purposes. 
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Yugoslav Communists, at the same time, are attempting to break up meetings 
of pro-Stalin Communists in Italy. More of this sort of thing can be expected. 

Tito's aim is to split the Communist Party throughout the world, build up 
so much Communist opposition to Stalin that he won't dare move against Tito. 





>> Stalin's answer to Tito is to pile on the threats, the propaganda. 
Name calling is hitting a new low. Tito's private life is now the target. 
Threats of force are intensified. Belgrade is warned of more Soviet troops 
moving into Hungary, Rumania. Nine Soviet divisions are now near Yugoslavia. 
Threat of guerrilla warfare is kept alive. It's a real possibility. 
And as a counteroffensive to Titoism throughout Eastern Europe, Stalin is 
ordering an intensive campaign to tie the satellite states closer to Moscow. 
Stalin's campaign covers everything. Russian-language courses are being 
introduced in schools, factories, clubs in Poland, Czechoslovakia, Hungary, Ru- 
mania, Bulgaria. Stalin's books are being printed in huge editions for study 
throughout Eastern Europe. Soviet law is to be the model for satellite lawmak- 
ers and judges. Soviet science is held up as the ideal for satellite scientists 
to follow. Soviet sports are cited as the way to organize athletic events. 
Stalin, in other words, is leaving no stone unturned to check the spread 
of Titoism. But checking Tito in Yugoslavia is still an unsolved problem. 


























>> Russia is trying a new tack in Germany. 

Policy of bluster, illustrated by Berlin blockade, is out for time being. 

Policy of persuasion is now to be tried on U.S., on West Germans. 

As a result, these are the Soviet moves to expect in coming weeks: 

Proposal for Big Four meeting is likely to be launched as a starters, 

Unified Germany will be urged by Russians at such a meeting. 

Merger of Germany's two existing governments is Moscow's idea. Theory 
seems to be that the East German Government, set up as a Moscow puppet, run by Com- 
munists, can join forces with West German Government, set up after free elections. 

Occupation troops, as Russians see it, could then withdraw. 

Allied controls, in that event, would dwindle. Germans would be largely 
free to govern themselves--and Communists, entrenched in new German Government, 
would be free to extend their control to all Germany. For U.S. troops might 
then be far away, while Soviet troops stayed near by, just across the border. 




















>> Next Soviet moves in Germany, if U.S. rejects Moscow's ideas on merging 
East and West Germany, can be expected to follow a familiar pattern. 

Soviet troop withdrawal may begin, as in Korea, leaving U.S. troops to bear 
brunt of German disfavor. Besides, Communist police can replace troops. 

Trade treaties will be signed by East Germany with Soviet satellites. 

Promise of unlimited markets in Eastern Europe will be held out to indus- 
trial producers of the Ruhr. Prewar trade flow with East will be talked up. 

East German police will be trained for civil war, just in case. 

Soviet agents, posing as refugees, will stream across the frontier. Their 
aim will be to split West German political parties, undermine the Government. 

Moscow's hope is that these methods will give Russia control of Germany. 

Outcome depends on success of U.S., Britain and France in building up Ger- 
man exports, reducing unemployment, tying West Germany into Western Europe. If 
West German’ economy goes into a tailspin, Germans will be tempted to look East. 
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British Housewives Got a Blow When Devaluation Put Prices Up, 
But the Worst Is Yet to Come With Food-Subsidy Cuts Next Year 


LONDON 

OR MOST BRITISH WORKERS and their 

families, the worst is yet to come from 
Prime Minister Clement Attlee’s new 
austerity program. Immediately, very 
few families notice any added hardship. 
Nevertheless, more 
austerity on top of 
devaluation has 
brought a feeling of 

apprehension. 
The program 
means it will cost a 
little more to send 
children to school, prescription medicine 
is no longer free and feeding a family 
will be more expensive as time goes on. 

It will be next year before family 
budgets feel the full force of cuts in food 
subsidies and an end of price control on 
fish. But, already, devaluation has meant 
higher food bills, beginning with a 25 
per cent boost in bread prices. Some 
large families eat as many as 50 loaves 
a week, and buying that much at higher 
prices is not simple in homes where the 
weekly income is under $20. A trifle more 
for bread now and something more later 
on for poultry, fish and maybe meat can 
add up to genuine hardship. 

The reaction of housewives to devalu- 
ation had been almost automatic, even 
before the Government announced new 
economies. Millions have been buying up 
goods because they fear price rises. Much 
British cotton is bought from dollar 
countries, so it will be more expensive. 
Women have been shopping eagerly for 
all kinds of cotton piece goods, sheets 
and towels. 

A woman may tour four or five stores 
before finding the cheapest cotton sheets, 
priced at $5.50 a pair. More expensive 
sheets, at $11 and upward, are lying un- 
sold. There is somewhat of a run, too, on 
men’s cotton shirts and on household 
utensils made from metals that have to 
be imported and paid for with dollars. 

The typical man in Britain is apprehen- 
sive about his smoking. He knows de- 
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valuation means American tobacco will 
be more expensive. Manufacturers sud- 
denly are marketing experimental ciga- 
rettes with a crepe filter in one end that 
reduces by a fifth the tobacco content. 
These are being sold for the equivalent 
of 41 cents a pack, compared to 50 cents 
for standard cigarettes. Smokers wonder 
whether the new types are intended to 
condition them to higher-priced tobacco 
later on. 

Throughout this year, the high cost of 
living has been blamed for the fact that 
Britons have been cashing their savings 
bonds and Government certificates. With- 
drawals have been exceeding purchases 
and, since devaluation, the trend is more 
pronounced. 

There is a belief that some savings 
have found their way into a market boom 
in gold stocks. But a general belief is 
that more and more families are trying 
to get their money into real estate, an- 
tiques, jewelry and other property as a 
hedge against further inflation. 

To many British stockbrokers, devalua- 
tion at the outset was a bonanza because 
of the heavy trading in gold 
shares. Investors’ profits of 40 
and 50 per cent in shares held 
four to six months were com- 
monplace. 

British businessmen, by and 
large, are perplexed over what 
devaluation will mean to their 
long-range operations. For a 
few businessmen, such as dealers in 
whisky and chinaware, devaluation auto- 
matically means more profit in British 
sterling, since Americans and others with 
dollars seem eager to take such things in 
the same volume at predevaluation rates. 
But the real problem lies with manufac- 
turers of automobiles, silverware, bicycles, 
woolens, toys, luggage and specialties, 
who are counted on to sell more products 
to the United States. 

Automobile manufacturers are trim- 
ming retail prices for sale in America by 
about 15 per cent, on the average. They 


say they can’t cut 

prices the full 30 per 

cent of devaluation 

simply because so 

much of their cost 

is in dollars. Duty, 

freight, U.S. adver- 

tising, dealer profits 

—all have to be paid in dollars once a 
British car goes on the U.S. market. In 
addition, manufacturing costs are going 
up 10 to 15 per cent because cars use 
metals that have to be imported with 
dollars. 

Still another devaluation problem faces 
the manufacturer of woolens. Competi- 
tion from the U.S. already is intense. 
Now, since Australia’s currency also has 
been devalued, American rivals may be 
able to buy raw wool more cheaply and 
thus be in a position to sell finished goods 
at a lower price. That, at least, is the 
fear of British manufacturers. They say 
it is possible they will have to increase 
their sales by 43 per cent in order to 
earn the same amount of dollars they 
did before devaluation. 

Take the case of linens. Most 
of the flax comes from Belgium, 
which devalued 12 per cent, 
against 30 per cent in Britain. 
So linen manufacturers are find- 
ing they cannot undertake to ex- 
pand U.S. sales with bargain 
prices because the cost of their 
chief raw material is going up. 

The essence of the British business- 
man’s plight is this: Only a few sure- 
fire lines are certain to do well in the 
United States. For most manufacturers 
who are expected by the Government 
to venture into the American market, 
the risks are great and the returns seem 
dubious at the present time. The Labor 
Government is determined that the pri- 
vate businessman must make a supreme 
bid to earn dollars, but the Government 
has not yet discovered the precise means 
either to coerce or to cajole him into 
the effort. eS 
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“In proportion as -the structure of a@ govern- 
ment gives force to public opinion, it is essen- 
tial that public opinion should be enlightened.” 

GEORGE WASHINGTON 
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(These two pages present the opinion of The Editor. The other pages 
members of the staff, who report, interpret, and forecast national 








The Constitution of the United States says: 

“Congress shall have power to make rules for 
the government and regulation of the land and 
naval forces.” 

In pursuance of that power Congress last summer 
passed a “unification” law. 

This was passed only after prolonged debate in 
which fears were expressed by members of both parties 
that a military dictatorship some day might be estab- 
lished in the executive branch of the Government 
which could deprive the national legislature of infor- 
mation needed to enact legislation and to appropriate 
funds for our armed services. So, as a precautionary 
measure, Congress inserted into the law the following 
paragraph: 

“No provision of this Act shall be so construed 
as to prevent a Secretary of a military depart- 
ment or a member of the Joint Chiefs of Staff 
from presenting to the Congress, on his own initi- 
ative, after first so informing the Secretary of 
Defense, any recommendation relating to the De- 
partment of Defense that he may deem proper.” — 
This today is the law of the land. This is the unifi- 

cation statute. 

Now the President, who in his inaugural oath swore 
that he would execute faithfully the laws of the land, 
has flagrantly disregarded the unification law. He has 
punished Admiral Louis E. Denfeld because of the 
testimony he gave to the Congress at the request of 
the Armed Services Committee of the House of Rep- 
resentatives. 

A new set of “‘superiors’’? The ideology back of 
the penalty inflicted on Admiral Denfeld is naively 
expressed by Secretary of the Navy Matthews in his 
letter to the President requesting the removal of Ad- 
miral Denfeld from his post as Chief of Naval Oper- 
ations. Mr. Matthews wrote: 

“A military establishment is not a political 
democracy. Integrity of command is indispens- 
able at all times. There can be no twilight zone 
in the measure of loyalty to superiors and respect 
for authority existing between various official 

ranks. Inability to conform to such requirements 


CONTEMPT OF CONGRESS 


By DAVID LAWRENCE 












for military stability would disqualify any of 
us for positions subordinate to the Commander in 
Chief.” 

Does this mean that members of the military es- 
tablishment now must give up their right to express 
to Congress their opinions on subjects of military op- 
eration on which they are so expert and so explicitly 
qualified? 

Does it mean that we have a new set of “superiors” 
in our government—the civilian Secretaries in the 
military establishments—and that the wishes of the 
real “superior,” the people‘s representatives—the Con- 
gress—are to be ignored and even defied? 

Congress’s right to information: The fact is that 
Congress has always controlled the purse strings and 
that committees of Congress have always sought each 
year from the civilian and military men of the Army 
and Navy certain information on which to legislate on 
rules and regulations for the government of the armed 
forces. 

Shall we hear it said now that Congress must “con- 
form’ and must do only what the military establish- 
ment tells it to do? 

Shall we hear it said now that men inside the armed 
services must forfeit their independence of view and 
their powers of critical analysis and withhold the 
truth from or deceive the Congress of the United 
States lest they undergo punishment through reduc- 
tion in rank or other forms of discipline visited upon 
them by the civilian Secretaries, or by even the Presi- 
dent? 

Would not this bring a loss of initiative and lead to 
a form of “thought control’ that we have always as- 
sociated with the goose-stepping Nazis and the mili- 
tary organizations of totalitarian states? 

Once there is a decision, once there is a command 
given because a policy has been laid down by Con- 
gress, it is, of course, the duty of officers in the armed 
services to forget their previous differences and obey 
faithfully the new policy. 

But the military policy defined by Congress has 
not been executed by the civilian Secretaries. Ignoring 
the amounts'specified by Congress for the armed sefv- 
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5. News & World Report are written in their entirety by the other 
intemational news irrespective of the editorial views expressed here.) 


“| wholly disapprove of what you say but will 
defend to the death your right to say it.’’ 


VOLTAIRE 





Power of Congress defied in penalizing Admiral Denfeld for testifying 


before its committee—‘‘Military security’’ being extended to cover 


Ww 


dictatorial intimidation and coercion of the armed forces. 


ices for this current fiscal year that began last July, 
the Secretary of Defense has been ordering cuts in the 
Navy not contemplated by the law. 

These cuts are heralded as “economy,” but they 
really impair the military security of the United 
States. Secretary of the Navy Matthews himself testi- 
fied before the House Armed Services Committee on 
October 8 that he felt these very cuts imperilled our 
security. 

Is Congress to be deprived of information hereafter 
from military officers when cuts below the minimum 
requirements for national security are under consid- 
eration? 

Obviously members of the armed services hereafter 
will be afraid to testify and hence congressional com- 
mittees will have to be content with less and less in- 
formation or else pass new laws ordering the im- 
peachment of civilian Secretaries whenever they at- 
tempt to impair the relationship between the Congress 
and the members of the military establishment. 

A good case for impeachment of the Secretary of 
Defense and the Secretary of the Navy can be made 
by the House Armed Services Committee for pres- 
entation to the whole House at the January session. 

Congress must pursue this matter or confess to the 
country that under the broad excuse of “military se- 
curity” the civilian officers have taken over the minds 
of our soldiers, sailors, and airmen and are exercising 
a form of intimidation and coercion which the peo- 
ple’s representatives are unwilling to challenge. 

An issue for the people: If the Congress does not 
assert itself, the people must do so. 

No issue of greater importance looms up for the 
consideration of the people in the congressional elec- 
tions of 1950. 

This is an issue which the people can understand. 

This is an issue which goes to the heart of statism 
and dictatorship. 

To remain supine now is to do what the lazy- 
minded people of Germany did when Hitler came 
on the scene in 1933. He, too, paid lip service to all 
the constitutional forms but he assumed control never- 
theless of the entire military establishment and the 


economic resources of the country and squelched the 
Reichstag—the people’s legislature. 

This cannot happen in free America—we say. 

But it is happening. 

Vigilance now is all the more essential because en- 
croachments usually are gradual and subtle. Free 
peoples sometimes do not wake up until it is too late. 

Congress is supreme: The Congress in America is 
sovereign. The title “Commander-in-Chief of the 
Army and Navy” bestowed upon the President makes 
him the agent and not the master of the Congress. 

What the President does as Commander-in-Chief 
is limited by the laws of Congress. 

Congress alone can declare war. 

Congress alone can provide funds for the Army 
and the Navy and make rules to govern them. 

The “Commander-in-Chief” must be obedient to 
those rules just as much as any enlisted man. He, too, 
owes loyalty—to Congress. 

Otherwise, militarism would raise its ugly head in 
our midst. Already there are dangerous tendencies 
in that direction. 

Thus the Congress did not delegate to the Joint 
Chiefs of Staff the right to dispose of any of the 
armed services or to weaken any one of them by with- 
holding appropriations actually voted for their use. 

Instead the most solemn promises were given by 
the Secretary of Defense that the roles and missions 
for each service already written specifically into law 
would be respected. 

The Secretary of Defense and the Secretary of the 
Navy now have violated their pledges. They have at- 
tempted to do by indirection that which they prom- 
ised Congress they would not do. ‘ 

Most flagrant of all is the attempt of the Joint 
Chiefs of Staff, with the full approval of the Secretary 
of Defense and the President, to allow the chiefs of 
two armed services to tell a third armed service what 
equipment or funds shall be allocated to it despite 
the specific allocation of funds by Congress through 
appropriation laws duly considered and passed by 
both houses and signed by the President. 

(Continued on page 36) 

















The Congress, it must be remembered, rejected 
the idea that our three armed services were to be 
“merged” into one. 

The Congress sanctioned the autonomy of each 
service while providing for coordination between 
them. 

The Congress, however, did not delegate any 
power to one service to coerce any other armed 
service. 

Unification as a principle is sound. It is an excel- 
lent objective and, of course, is not novel. But uni- 
fication does not mean merger. 

The idea of joint operations has long been advo- 
cated for the military services. 

Admiral Denfeld is strongly in favor of unifica- 
tion. What he reveals now is that the Navy has not 
been granted “full partnership” in the Joint Chiefs 
of Staff and that decisions have been made by a 
two-to-one vote, which is contrary to what Con- 
gress had in mind in setting up the Joint Chiefs. 

Admiral Denfeld reveals really that- there has 
been maladministration. We have this also on the 
word of another Secretary of the Navy, John L. 
Sullivan, who resigned early this year because the 
Secretary of Defense would not grant him a hearing 
on the carrier question. 

It is lack of coordination and maladministration 
that are responsible for the breakdown of unifica- 
tion. The responsibility lies even more on the Presi- 
dent as Commander-in-Chief and as the principal 
representative of civilian control because he allows 
two military service chiefs to dictate to a third of 
coordinate rank. 

It is absurd to say that Admiral Denfeld’s dif- 
ferences with Secretary Matthews have been due to 
a defiance of “civilian control.” 

Military influence: Everybody in Washington 
knows that the new Secretary of the Navy is un- 
familiar with military matters and that the Secre- 
tary of Defense himself has a limited knowledge of 
military techniques and strategy. It is the two-to- 
one vote in the Joint Chiefs of Staff on which Sec- 
retary Johnson so often predicates his position. 

But suddenly “civilian control” is pushed forward 
as a smokescreen. Secretary Matthews must have 
had his tongue in his cheek when he wrote the fol- 
lowing paragraph in his letter to the President: 

“The existence of the present situation pre- 
vailing between the highest civilian and the 
highest military officer of the Navy makes it 
utterly impossible for me, as Secretary of the 

Navy, to administer the Department of the 

Navy in the manner I believe vital to national 

security. Believing as I do in the vital impor- 

tance of maintaining civilian control over the 

military establishment, a continuance of such a 


condition would be intolerable to me as Secre- 

tary of the Navy.” 

But it was decidedly tolerable until just a few 
weeks ago. In various memoranda throughout this 
year, Admiral Denfeld repeatedly gave to the Sec- 
retary of the Navy his views on strategy and policy 
—the very same views that later became public. 
Yet the Secretary of the Navy thought so well of 
Admiral Denfeld and his views and his loyalty 
to his superiors that he recommended in August 
that the Admiral be reappointed for another two- 
year term as Chief of Naval Operations. 

Then what happened? The Admiral was invited 
to testify before the House Committee on October 
13. He went there and pleaded with the committee 
to hold the hearings in secret so that differences 
would not be aired. He cooperated with the Secre- 
tary of the Navy, who wanted secrecy. But the real 
custodians of “civilian control” balked. The House 
Committee voted for open hearings. They wanted 
the facts and said the people were entitled to them. 

“Civilian control’ or “General Staff’’? As it 
turns out, the Committee was right. For the people 
now know that all is not well behind our “iron cur- 
tain” and that their military establishment is on 
the way toward being Prussianized. The concept of 
a merged “General Staff,’”’ such as the German mili- 
tarists believed in back in 1914 and intensified from 
1933 to 1939, has wide acceptance among some of 
our military men. It undoubtedly has the approval 
of Secretaries Johnson and Matthews. For the 
Matthews letter is a plain exposition of the “Gen- 
eral Staff” concept which makes of our military 
men robots and goose-stepping subordinates. 

The men in the Navy have served their country 
too well to be called “rebels” or to be charged with 
“disloyalty” just because they hold different views 
on technical questions. They have been victims of 
misrepresentation through propaganda issued 
under the eyes of the Secretary of Defense himself. 

It was inevitable that the House Armed Services 
Committee would take cognizance of this contro- 
versy and of the differing concepts affecting our 
security. For under our system of government, the 
Congress is the agent of the people—who are the 
real bosses of our destiny. 

It is important that Congress fully assume its 
responsibility and now take action against those 
who have proceeded in contempt of the law and of 
the powers of the legislative branch of the Govern- 
ment as set forth in the Constitution. 

The words from Article I are worth repeating 
again and again: 

“Congress shall have the power to make 
rules for the government and regulation of the 
land and naval forces.” 
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CIO's Patient President Murray Finally Sees Chance to Sweep Out 
Communists and Party-Line Followers, Turn to Other Problems 


> Philip Murray, the patient, cautious 
president of the Congress of Industrial 
Organizations, is working himself slowly 
and painfully out of a series of difficulties. 
For Mr. Murray a crisis time has arrived, 
dramatized by this week’s embattled CIO 
convention at Cleveland. 

First of all there is his long-standing 
feud with the leaders of a few CIO 
unions that follow the Communist Party 
line, a fight that has reached a point of 
action. In addition, as the meeting ap- 
proached, Mr. Murray’s strike in the steel 
industry was bringing him many head- 
aches. There was the problem, first of all, 
of getting the strike settled. And, there 
also was restlessness among the steel- 
workers, who found it hard to under- 
stand why the walkout was ordered. 

Such dilemmas, however, are old stuff 
to Mr. Murray. He has been in and of 
the labor movement since, as a small boy, 
he helped gather food for the strikers of 
his native Scotch colliery town. As a 
lieutenant of John L. Lewis, he fought 
the battles of the United Mine Workers 
in that union’s formative years. He was 
chosen by Mr. Lewis as a top man in the 
organization of the CIO. Now, however, 
after many disagreements, Mr. Lewis 
and Mr. Murray are bitter enemies. 

This long career in the unions has 
shaped Mr. Murray’s point of view, his 
decisions and his actions. What Mr. Mur- 
ray says and does in the present situa- 
tion and for some time to come has a 
vital meaning for a big segment of in- 


dustry and for workingmen everywhere. 
As things look now: 

Communists. Mr. Murray is deter- 
mined to sweep the Communists and 
party-line followers out of the CIO. He 
has tolerated them through the years, 
but with an ever-growing vexation. Now 
his patience has worn thin. 

They came in during the CIO’s early 
days, when Mr. Lewis felt he needed 
their organizing ability. They dug in, 
however, and remained in command of 
a number of unions, regardless of the 
ideas of the rank and file. The Commu- 
nists made trouble because they often 
opposed CIO policies and substituted 
those of the party line. At one point 
they controlled unions containing a large 
segment of the CIO membership. 

Some unions, notably the Automobile 
Workers, finally ran the pro-Communist 
leaders out. In others, party-line leaders 
such as Joseph Curran, of the National 
Maritime Union, and Michael Quill, of 
the Transport Workers, tired of Commu- 
nist policies and swung to Mr. Murray’s 
view of things. 

One result is that the current Cleveland 


meeting finds Mr. Murray victoriously in 
charge of the situation. There is over- 
whelming sentiment against the Commu- 
nists, and there are far more than enough 
votes to read the offending unions out of 


the CIO and to make constitutional 
changes barring the party-liners from top 
CIO offices. Mr. Murray finally is ready 
to take advantage of that situation. 


It means some disruption and some 
loss of membership, which he hopes will 
be only temporary. The disruption is not 
nearly so great as it would have been if 
Mr. Murray had undertaken to rid the 
CIO of its Communists several years ago. 
Mr. Murray is a canny labor leader and 
knew that this was the case. His tact and 
forbearance made it possible to wait for 
the right time. 

The steel strike. Mr. Murray has a 
persuasive way, but from the start he 
found it hard to make the steelworkers 
understand why they were striking. What 
he asked was that the steel companies set 
up and pay for an insurance and pension 
plan, as recommended by a presidential 
fact-finding board, at no cost to the 
workers. 

To the strikers, pensions and insurance 
did not mean extra cash to be carried 
home on pay day. To them, the strike 
meant principally that daily wages were 
being lost. But their faith in Mr. Murray 
is deep. He has stood by them in the 
past. 

To the CIO leader, however, establish- 
ing the principle of company-paid pen- 
sions in steel meant much for the future. 
It appeared, too, that there were other 
motivations in calling the strike. He was 
under attack by Mr. Lewis, the AFL and 
the Communists for agreeing with the 
fact-finding board that there should be 
no immediate fourth round of raises. 

Besides that, Mr. Lewis’s free pension 
fund in coal—despite its impoverished 
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TEN YEARS AGO... 
. . » Philip Murr ay stepped into John Lewis‘s job as CIO head. Today, younger 
men like Walter Reuther (below, left) wait for Mr. Murray’‘s job. 


condition—was a constant challenge. And 
Walter Reuther, president of the United 
Automobile Workers, had just worked 
out with the Ford Motor Co. a pension 
plan wholly financed by the company. 

As a result of these things, Mr. Mur- 
rays prestige was suffering, and, to a 
labor leader, personal prestige is essential. 
He had to take some positive action and 
he did. The CIO, including Mr. Reuther, 
closed ranks behind the strike, and Mr. 
Lewis offered his help. 

As for Mr. Reuther: 

Friends. Mr. Murray, at 63, is not in 
the best of health. There has been talk 
for several years that he would step out. 
Such reports always are accompanied by 
an expectation that Mr. Reuther would 
step in. The latter is young, vigorous, 
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schooled in traditional trade-union prac- 
tices and equipped with ideas of his own. 

For the time being, however, the two 
are good friends and work closely to- 
gether. Sometimes Mr. Murray’s friends 
are irked when the impatient Mr. Reuther 
steps into the lead, as he did with the 
Ford pension plan and with some phases 
of the anti-Communist row, but it is not 
in Mr. Murray's gentle, conciliatory 
nature to share their irritation. 

It is apparent that Mr. Murray will 
choose his own time for stepping down, 
and that, when he does, he will be de- 
lighted to see Mr. Reuther take his place. 

Coal miner’s son. In a sense, Mr. 
Murray was born into the trade-union 
movement. His coal-miner father, who 
had emigrated to Scotland from Ireland, 


took him to a strike meeting when he was 
just a toddler. At the age of 10, he leg 
school to go into the mines. 

When he was 16, the family moved to 
Pennsylvania, and for him it was back 
into the mines. Meanwhile, he tried ty 
continue his education by night study of 
correspondence-school courses in history. 
literature, economics. All the while, he 
was busy with union work. 

Then there was the incident of q 
checkweighman who, Mr. Murray and 
other miners thought, was giving them 
short weight on their output. Mr. Murray 
fought him with his fists and was fired, 
The other miners went out with him, 
Gradually, he made his influence felt jn 
the United Mine Workers. John L. Lewis 
heard of him. 

Mr. Murray threw his whole strength 
into the UMW. He organized locals. He 
stood on hundreds of picket lines. At 
collective-bargaining sessions, Mr. Lewis 
would lay down his ultimatums and 
storm out. The pleasant, soft-spoken and 
by now widely read Mr. Murray would 
remain to back up the union position with 
persuasive statistics. 

When Mr. Lewis decided to set up the 
CIO, he put Mr. Murray in charge of 
organizing steel, which meant that he 
had to study and master the complicated 
economics of the steel industry, as well 
as form unions. In 1940, Mr. Lewis 
stepped out as head of the CIO, after 
unsuccessfully backing Wendell L. Will- 
kie for the Presidency. Mr. Lewis chose 
Mr. Murray as his successor. 

As president of CIO, the latter declined 
to take orders from Mr. Lewis. A bitter 
enmity arose, which continues. All the 
while, the Communist issue was grow- 
ingly intense. Mr. Murray had to stand 
up against fusillades of abuse from both 
quarters. 

Mr. Murray is a plain man. There is 
no “side” to him. In the CIO offices, he 
rarely sends for a subordinate to come to 
his office. Instead he visits the underling, 
pausing en route for a pleasant word with 
stenographers and office boys, spoken in 
his soft, persistent Scotch burr. He also 
is a deeply religious man, a Roman 
Catholic, with many friends among the 
hierarchy. 

However meek Mr. Murray appears. 
when his mind is made up he sticks to 
his decision. There is no swaying him 
now from his determination to get the 
Communists and Communist influences 
out of the CIO. 

CIO leaders have no doubt that the 
steelworkers will agree that Mr. Murrays 
strike course was correct. And Mr. 
Reuther apparently is willing to wait. 
Thus, while Mr. Murray’s troubles con- 
tinue heavy, many observers feel that 
he soon may be able to see his wa) 
through most of them. 
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(This article represents the result of an 
=a extensive research on a problem of out- 
standing importance in National Affairs.) 
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PUBLIC STILL CRAVES NEW AUTOS 


Demand for new cars, though 
slackening a bit, is to stay high 
in 1950. Output may hit 5 million 
cars and trucks. 

Bigger families, two-car house- 
holds, pickup in trucking, all add 
to a big market for automobile 


producers. 

Cheaper models are being 
tried. Present prices may come 
down some on other models to 
help keep sales near the peak. 


The year 1950 promises to be another 
banner year for the auto industry. Esti- 
mates point to a demand for at least 5 
million cars and trucks for that year. 
At that rate, 1950’s volume would be 
only slightly below the volume being 
achieved in 1949. 

This year already is the biggest in auto 
history. Manufacturers made 5.4 million 
cars and trucks in the first 10 months, 
more than in any full year before. They 
broke the record set in 1929. That much 
is sure for 1949 no matter what happens 
in the remaining weeks as a result of 
strikes and slowdowns due to model 
changes. 


Demand in 1950 to Be 


Yet, with all that production, the need 
for new cars remains immense. About 
700,000 unsold new cars had piled up in 
dealers’ and manufacturers’ inventories by 
late October. Dealers were beginning to 
worry a bit about these rising stocks. 
Price discounts were beginning to appear 
on a rather broad scale even on cheapest 
and most popular models. 

Strikes, and the threat of curtailed auto 
production, gave sales a big boost, how- 
ever. Some previously reluctant custom- 
ers began to place orders while cars were 
still easily available. People who had 
planned to wait for 1950 models de- 
cided to take the late-1949 cars instead. 
That tightened up immediate demand. 
And long-term trends in auto needs point 
to big demand for cars for at least an- 
other year or longer. 

Outlook in autos depends on 
changes in replacement needs, growth in 
number of new families, shifts in buying 
habits, export sales rather than on tem- 
porary market influences such as strikes. 

Most of these basic market factors ap- 
pear favorable for 1950. But fierce com- 
petition is expected to set the tone for the 
year. Manufacturers probably could make 
7 million cars and trucks, barring strikes, 
in a year’s time. Nearly all of them may 
have some capacity standing idle, for lack 
of orders, by 1951. Most companies are 
preparing to see profits squeezed in 


Close to Record of 1949 


months ahead, between rising manufac- 
turing costs and declining or steady prices 
for autos. 

Here is what the figures show as to 
long-term trends in auto demand: 

Replacement market is far from ex- 
hausted even though record numbers of 
overage cars and trucks were sent to the 
scrap heap during 1947, 1948 and 1949. 

The chart on this page shows the big 
change in the U. S. passenger-car popula- 
tion during the last three years. At the 
end of 1946 there were 27,548,000 cars 
on the road. Only 8 per cent were new, 
postwar cars. Some 25,485,000 were pre- 
war autos and, of these, half had been 
built before 1939. One out of five dated 
back to 1935 or earlier. 

About 6.5 million of these prewar cars 
have been “retired” since 1946, many of 
them torn down to supply parts for other 
ancient cars, At the same time, 12 million 
new cars have rolled out on the high- 
ways. As a result, more than 40 per cent 
of the much larger car population of 1949 
is composed of postwar autos. 

Yet that still leaves 18,930,000 prewar 
cars on the road at the beginning of 1950. 
All of those cars are at least 8 years old. 
Repairs are expensive, parts increasingly 
difficult to get. A certain percentage of 
the cars will become unrepairable during 
the year. The assumption is that at least 
2.5 million old cars will be retired in 
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1950, about the same number as in 1949, 
but slightly fewer than in 1948. 

In trucks and busses, the figures point 
to a replacement need of about 700,000 
units in 1950, slightly fewer than in 1949. 

In all, replacement demand during this 
coming year is estimated at about 3.2 
million cars, trucks and busses. The total 
may decline a bit during the next few 
years, until postwar cars begin to reach 
retirement age. But a replacement de- 
mand for nearly 3 million vehicles a year 
is not unlikely. On that scale, replacement 
needs alone will almost equal the entire 
prewar market for new cars. 

Increase in families also is a highly 
important source of additional demand 
for cars. Estimates are that the number of 
new families being established each year 
is creating a market for an additional 1 
million cars a year. New-family formation 
gives the auto market its normal annual 
growth. Number of new families being 
formed will not decline very far or fast, 
as long as U.S. population is growing. 

Demand from new families, plus re- 
placement demand, accounts for antici- 
pated need in 1950 for 4.2 million new 
cars and trucks. 

Expanding use of cars and trucks 
adds to the market awaiting the auto 
makers. They count heavily on higher 
usage of vehicles to boost future auto 
needs. The trend is of long standing but 
shows no sign of ending. Back in 1934 
there were 10 motor vehicles for every 56 
persons in the country. Now there are 10 
cars or trucks for every 35 persons. 

The number of cars in use has increased 
more than 10 per cent, the number of 
trucks more than 50 per cent, since 1941. 

A recent development is the rise in the 
number of families that own two cars 
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where they once owned only one. The 
rise in personal incomes during the war 
made this possible. 

The Federal Reserve Board estimates 
that cars are owned by 87 per cent of all 
families with incomes of more than 
$7,500 a year. Nearly 1 family in 5, in 
this income group, owns at least 2 cars. 
In all, about 1.5 million families own 
more than one car. Recent market studies 
indicate that families are buying around 
500,000 “second cars” a year now. 

That demand, together with the needs 
of new families, points to demand for 1.5 
million new automobiles each year exclu- 
sive of replacements. This is nearly double 
the average annual growth in the auto 
population between 1931 and 1941, of 
800,000 units a year. 

Export sales, however, are one type 
of demand that has fallen sharply. In the 
1935-1939 period, about 360,000 cars 
and trucks were sold abroad each year. 
In 1947 and 1948 exports were larger 
than before the war, but sales declined in 
1949. 

Exports in 1949 probably will not ex- 
ceed 280,000 units. Further decline in 
1950 is expected, in view of the world- 
wide dollar shortage and increased com- 
petition from vehicles made abroad. 
Devaluation of the British pound, for 
instance, has lowered prices drastically 
on British cars and trucks in world 
markets. 

No more than 200,000 U. S.-made cars 
and trucks will be sold abroad in 1950, 
according to present indications. 

These estimates of where demand will 
come from point to a potential sale in 
1950 of about 5 million cars and trucks 
at least. If that turns out to be the year’s 
sale, 1950 will be slightly smaller in 


AFTER THE BIGGEST YEAR IN AUTO HISTORY 


volume of business than 1949, but stil 
far larger than any other year on record 
except 1929. 

The trend of prices during months 
ahead will have a strong bearing on what 
happens in the auto industry. Early price 
declines on new cars had been antici- 
pated, as a consequence of increased 
production and mounting competition. 

Some price cuts already have been 
made on the first few 1950-model cars. 
Most manufacturers plan also to bring 
out cheaper, less elaborate models, to 
meet 1950 competition. But room for 
price cuts may be considerably reduced 
if labor and material costs continue to 
rise. That could happen through adop- 
tion of pension plans or direct wage in- 
creases in the auto industry itself, and in 
industries that provide parts and mate- 
rials for autos. 

Suggested social-security plans in steel 
and other industries, for example, might 
add from $50 to $100 to the final price 
of an average car, after the increased 
labor costs were applied to all segments 
of industry involved in making the car 

Price cuts, however, can be expected 
to appear if lower prices are required to 
attract buyers on a mass scale. Manv- 
facturers will cut their profit margins in 
order to keep production and sales at a 
high level. Dealers already are trimming 
their profits per unit to maintain big 
volume business. 

Demand for cars remains the key to the 
situation. At this time, demand still is 
high even though new-car needs may be 
about to decline a little from the record- 
breaking peak of 1949. Over the long run. 
an enormous annual demand for vehicles 
seems guaranteed by the growth in cal 
and truck use throughout the world. 
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COSTLY STRIKES: LITTLE GAINS 


Workers Sacrifice Pay Now for Pensions 


Strikes in the fourth round are 
adding very little to workers’ 
take-home pay. Gains in pen- 
sions and other benefits, payable 
in the future, are proving costly 
in wages lost. 

Pay raises, when won, are 
much smaller than in other post- 
war years. Some workers, too, 
will get no raises before 1951. 


Union labor’s drive for a fourth 
round of wage increases is putting 
little cash in the pockets of workers 
this year. Gains often are limited to 
welfare benefits that carry a distant 
pay-off date. Meanwhile strikes in 
steel, coal and other industries are de- 
priving hundreds of thousands of 
workers of income for weeks at a time. 

Some of these strikes, if won, will bring 
no immediate cash gains for workers. 
Pensions, not wage increases, are the 
principal issues that brought on the steel 
and coal strikes. Pay increases, when 
granted, are small in terms of the three 
previous postwar years. 

Workers, too, in some industries are 
giving up their chances of wage increases 
next year. This comes about through sign- 
ing of contracts that do not expire until 
1951 and that carry no provision for 
wage discussions before that time. In the 
industries where such contracts are be- 
ing signed, 1950 promises to be free of 
strikes. 

Terms of new contracts and results of 
past and present strikes point up the way 
the fourth round is going. 

Strikes, in many cases, are not pay- 
ing off too well. In previous years, work- 
ers usually could count on pay increases 
that would help to offset loss of pay while 
striking. Now, wages often are not at is- 
sue in strikes. 

Steelworkers, as an example, struck 
over whether they should pay a part of 
the cost of a pension system. The strike 
soon cost them in lost wages more than 
they would need to contribute in a year’s 
time under the contributory plan origi- 
nally offered by the companies. 

Coal miners, after 6 weeks of striking, 
do not expect to recapture much if any of 
their lost pay. An increase in royalty paid 
by coal operators into the United Mine 


NOVEMBER 4, 1949 


Workers’ welfare fund has been a major 
goal of John L. Lewis, but this would not 
mean more take-home pay for miners. 

Electrical workers received no pay 
raise after a strike that lasted 168 days in 
a plant of the Singer Sewing Machine Co. 
The CIO Electrical Workers lost out, also, 
in efforts to halt an incentive pay system, 
the major issue in the strike. 

Rubber workers, CIO, ended a 
month’s strike at B. F. Goodrich Co. with- 
out winning any wage increase. An ex- 
panded pension and insurance program is 
to be jointly financed by the company 
and workers. The company is to pay a 
total of 10 cents an hour into the pro- 
gram, including present contributions. 

Railroad strikers closed down the 
Missouri Pacific for 45 days. Grievance 
claims rather than wage increases were 
involved, although it was estimated that 
3 million dollars in extra pay was at stake 
in the claims. Railroad and union officials 
declined to reveal the terms in cases that 
were settled by negotiation. Other griev- 
ances are to be arbitrated. 

Aircraft workers called off a 4-month- 
old strike at the Bell Aircraft plant in 
Niagara Falls, N. Y., without any assur- 
ance of more pay. The CIO United Auto 
Workers and the company agreed to 
abide by decisions of a state arbitration 
panel. 

Settlements without strikes, likewise, 
are not producing wage increases as large 
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as those in earlier rounds. Some com- 
panies are granting no raises. Increases, 
where given, are grouped mainly from 5 
to 7 cents an hour. The first three rounds 
paid off 18% cents, 15 cents and 13 cents 
in major industries, 

Meat-packing workers accepted a 
sliding scale of wage increases in an 
agreement with Swift & Co. Some work- 
ers receive no raises while others get in- 
creases ranging from half a cent up to 15 
cents an hour, depending on the type of 
job. AFL, CIO and independent unions 
gave up demands for pensions and other 
benefits. 

Radio-manufacturing employes of 
the Radio Corp. of America won a pay 
raise under a contract negotiated with the 
CIO Electrical Workers. Terms reportedly 
included a raise ef 3% cents an hour, with 
the company paying for health, life and 
other insurance benefits previously fi- 
nanced jointly by workers and company. 

Welfare benefits also are showing 
up in other contracts, but often without 
wage increases. Pensions and insurance 
plans are more popular than in previous 
postwar rounds. The programs are not 
uniform now, however. There is no agree- 
ment as to whether employers should pay 
all of the cost. 

Auto Workers, CIO, were able to get 
a company-financed pension plan from 
the Ford Motor Co. along with a slight 
improvement in an insurance program 


prea? 
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Fourth round adds little to take-home cash 
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Electrical-equipment plants are a trouble spot 


jointly financed by the workers and man- 
agement. There was no pay raise. The 
Ford pension plan is tied to the federal 
old-age pension, so that, when federal 
benefits rise, the cost to the company 
declines. 

Dock workers won welfare conces- 
sions recently, but no wage increase. In 
New York, employess agreed to pay the 
cost of pensions and insurance for AFL 
Longshoremen. West Coast shippers and 
CIO’s Longshoremen set up a jointly 
financed program of medical, hospital and 
disability insurance. 

Sidetracked disputes. Negotiations 
in various big industries have been stalled 
while waiting for the outcome of the steel 
and coal disputes. Thus, the CIO United 
Auto Workers Union has been unable to 
extend its Ford pattern to the rest of the 
auto industry. 

Elsewhere, even where a start has been 
made in signing up emoployers in an in- 
dustry, unions still have many contracts 
hanging fire. Electrical-appliance and 
rubber industries are examples. Many of 
these disputes probably will be settled 
without additional strikes. 

Fewer strikes are a definite prospect 
in some industries in 1950. Wages in sev- 
eral cases are frozen for the entire year 
by contracts prohibiting reopening of this 
question until 1951 or later. As an ex- 
ample, the Ford Motor Co. is due to have 
only one wage opening in the 2% years 
that its new contract runs. The agree- 
ment prohibits adjustment of wages be- 
fore Jan. 1, 1951. 

Employers in other industries are de- 
manding that they get similar assurances 
against wage demands during 1950. This 
sometimes is the price that unions pay for 
concessions on pensions and insurance 
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programs. Some unions are not agreeing 
to the 1950 truce, and there will be some 
strikes next year. However, the delays in 
settling this year’s disputes will tend to 
postpone 1950 showdowns until late in 
the year in many cases. 


HOW CIO SHOWDOWN 
AFFECTS INDUSTRIES 


Reported from CLEVELAND 


Effects of the showdown between right 
and left-wing factions of the CIO are to 
be felt almost immediately in various in- 
dustries. The long-simmering _ fight, 


i 


brought to a head this week at the ap. 
nual convention in Cleveland, will pro. 
vide some employers with a whole new 
set of problems in labor relations. 

Trouble spots where employers cap 
look for the worst outbreaks of warfare 
between the two groups include the fol. 
lowing: 

Electrical-equipment plants are likely 
to find rival unions competing for mem. 
bers and for labor contracts now held by 
the Electrical Workers. James B. Carey, 
CIO secretary-treasurer, is leading the 
right-wing faction in this union, with 
full backing of CIO president Philip Mur. 
ray. (For more on Mr. Murray’s troubles, 
see page 37.) The leftist faction has been 
headed nominally by Albert J. Fitzgerald, 
president of the union, but Secretary. 
Treasurer Julius Emspak and James J, 
Matles, organization director, are reputed 
to be directing the top strategy. 

Farm-implement firms will find them- 
selves in the center of a fight between 
CIO’s UAW and left-wing leaders of the 
Farm Equipment Workers. 

Metal mines will be asked for bar- 
gaining rights by both CIO Steelworkers 
and the left-wing leaders who have head- 
ed the Mine, Mill & Smelter Workers. 

Food and tobacco-processing firms 
may experience difficulties in some in- 
stances where right-wing CIO groups try 
to take over contracts held by the left- 
wing faction that has been running the 
Food & Tobacco Workers Union. 

White-collar workers, in and out of 
the Government, are to be the targets of 
another big organizing fight. The AFL 
and CIO right-wingers will try to recruit 
members in these fields where the leftist 
Office & Professional Workers and United 
Public Workers unions have operated. 


JAMES MATLES, ALBERT FITZGERALD AND JULIUS EMSPAK 
Will they keep NLRB busy? 
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What can happen. Employers 
caught in these inter-union quarrels face 
a wide variety of problems. In some 
cases, the Taft-Hartley Act can help em- 
ployers, but in others the Act may com- 
plicate the situation. In any event, a new 
rush of business is to develop for the Na- 
tional Labor Relations Board. 

Strikes are to occur in some instances 
where rival factions are fighting for con- 
trol of a particular plant. An employer, 
for example, may refuse to renew his con- 
tract with a left-wing union. If this union 
previously was certified by NLRB as bar- 
gaining agent, the union has a legal right 
to strike in an effort to get a new agree- 
ment. If the employer fires the strikers in 
this kind of walkout, NLRB could order 
them reinstated. 

Jurisdictional walkouts, on the other 
hand, are illegal. Thus, a union can get 
into trouble if it pickets a shop to force 
the employer to transfer a contract from a 
rival union that has legal bargaining 
rights there. The firm can ask NLRB to 
get an injunction against the strike. 

Bargaining elections probably will 
solve many of these disputes, but even 
here the pre-election campaigning can 
disrupt work in the plant. The employer 
or one of the unions can petition for the 
election. 

A complicating factor is the one-year 
rule on elections contained in the Taft- 
Hartley Act. This prevents NLRB from 
ordering a bargaining election in a shop 
if there has been a similar vote within the 
year. 

Existing contracts also may delay the 
showdowns. Where a legal contract has a 
year or two to run, the NLRB probably 
will not allow an election to be held un- 
til shortly before the expiration date. 
Exceptions sometimes are made to this 
mule. If the NLRB finds that the union 
holding the contract is defunct, it prob- 
ably will order a new vote. 

Decertification elections are expected 
to result in some plants. The law permits 
employes to oust a union from a shop 
through an NLRB election. 

Unfair-labor-practice charges prob- 
ably will be filed in increasing numbers at 
NLRB against both employers and 
unions. An employer may be accused of 
favoring one union over another in an 
election campaign. Or a union may be 
charged with intimidating workers to get 
them to transfer from a rival outfit. 


BOARD CLARIFIES 
‘CLOSED SHOP’ RULE 


Unions now are on notice that legal 
substitutes for the “closed shop” will be 
hard to find. The National Labor Rela- 
tions Board makes this clear in ordering 
union printers to stop trying to discrimi- 
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“But dey didn’t have no barbed wire 
in de circus 


E can’t blame this thug for 
\ y making alibis—not when con- 
fronted with the barbed wire of a 
Cyclone Fence. 

A Cyclone Chain Link Fence 
provides the utmost in protection 
for property and equipment .. . 
gives plant management complete 
“entrance and exit control” over 
employees and others. And no 
small factor in making Cyclone 
“first choice” with so many plant 
executives is the way it stays taut 
and true, year after year, without 
upkeep expense. 

Send for our free book, “Your 


144 
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Fence.” For further help, advice 
from our sales engineers is avail- 
able . . . without obligation. And 
remember: No job 1s too large—no 
job is too small for Cyclone. 


* SEND FOR FREE BOOK - 


You'll find our big, 32-page fence catalog 
a valuable reference book. It’s full of pic- 
tures, facts, specifications. Shows 14 types 
of fence. Describes gates and other prop- 
erty safeguards. Before you choose any 
fence for your property, get the facts about 
Cyclone. 

CYCLONE FENCE DIVISION 

(American Steel & Wire Company) 
WAUKEGAN, ILLINOIS BRANCHES IN PRINCIPAL CITIES 
UNITED STATES STEEL EXPORT COMPANY, NEW YORK 


U-S°S CYCLONE FENCE 


Cyclone Fence, Waukegan, IIl., Dept. E-119 
Please mail me, without obligation, a copy of “Your 


Fence. 
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. . » because Household goes to Big families (over 
2,500,000 children)—more cooking, washing, sewing. With Big 
homes (average 6.2 rooms)—more heating, plumbing, housekeeping. 

You can see why Household home editorial is strong on home 
products. Not one, but two regular features are devoted to appliances. 
Indeed, 20% of all Household articles are on home furnishing and 
management. Already this year, 3,223 Household readers have told 
the editors what they do and do not like about the home equipment 
they use. 

Home families plus home editorial. There’s your profit combination. 
Household concentrates this combination where other magazines do 
not—in the big-spending communities under 25,000. And Household 
does it for Jess per page per 1,000—four colors, $3.20; black and 
white, $2.40. 


HOUSEHOLD'S profit combination 


HOME FAMILIES plus HOME EDITORIAL 






















%*& 2,107,586 reader families % Home furnishing & management 20% 
%* 3,764,000 primary adult readers DR ES Ee er anes: 18% 
%* 2,635,789 children % Home building & modernization. 14% 
% Women 81% housewives Wr MUMOIINGLS 65 oi ices cccntecees 8% 
%* Families 62% home owners WEED Loses vécccescccéiees's 8% 
* 87% with gardens %* Beauty, fashion................ 5% 
%* Eat three meals a day %* Fiction, inspirational, community 

at home improvement.........++.++++5 20% 
%* 82% in communities under 25,000 %* Miscellaneous....... eiseecaews 7% 
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nate against nonunion printers in thei 
contracts with publishers. 

What NLRB finds is that various de. 
vices of the union, designed to restrict 
employment of nonunion printers, were 
illegal under the Taft-Hartley Act. This 
law bans the “closed shop” in interstate 
industries. The Board found that the Ip. 
ternational Typographical Union had 
violated the law in various ways, Any 
such attempts by unions in other indus. 
tries to circumvent that “closed shop” 
ban likewise will be unlawful, unless the 
Board’s findings are upset by the courts, 

“Conditions of employment,” of. 
fered by the ITU as one substitute for 
“closed shop” contracts formerly held 
with the publishers, are ruled illegal by 
NLRB. One of these “conditions” was 
that union members would not work with 
nonunion printers, The union had threat- 
ened to keep members away from their 
jobs if publishers failed to provide the 
employment conditions demanded. 

Short-term contracts also are found 
to violate the Act. The union sometimes 
demanded the right to cancel contracts 
on 60 day’s notice, but NLRB sees this as 
a “tactical maneuver” aimed at maintain- 
ing conditions of the “closed shop.” 

Failure to bargain in good faith, 
forbidden by law, is clarified by the de- 
cision. The union’s strategy of trying to 
find a substitute for the “closed shop” is 
called by the Board a “deliberate frustra- 
tion of the bargaining process.” 

Make-work programs of unions, one 
of the issues in the ITU case, are not, 
however, necessarily outlawed by the 
NLRB decision. The Board finds that 
union featherbedding practices in the 
printing industry do not violate that sec- 
tion of the law which prohibits exaction 
of a payment for services not performed 
or not to be performed. As long as some 
work is performed, even though it is 
nonproductive, the Board finds that the 
law does not apply. 

The union and its principal officers 
are required by the order to cease “caus- 
ing or attempting to cause employers to 
discriminate against employes in viola- 
tion of the statute.” It also orders them 
to stop threatening to strike in order to 
force discrimination against nonunion 
members, and to stop encouraging ITU 
members in such strikes. 

Furthermore, the Board tells the ITU 
that it must stop trying to compel em- 
ployers to designate foremen who are 
union members as employer representa 
tives in collective bargaining or handling 
of grievances. The choice of his repre- 
sentative is to be left to the employer, 
as required in the Act. 

The decision of the Board can be en- 
forced with court orders if the union fails 
to comply. The union also can appeal 
the decision to the courts. 
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Trend of American Business 
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the In- Signs accumulate that the business upturn will resume, once strikes end. 

‘ had Furniture orders are climbing. They were 15 per cent above a year ago in 
pe. September. That was the first year-to-year gain reported in any month in 1949. 
shop” Television sales are rising rapidly, after a dip during summer months. An 
ess the upturn in demand also is noted for househoi.d appliances and for textiles. 

courts, Automobile-tire prices have been advanced by major producers. That is a 
ae sign that demand for tires is increasing. Tire prices had been in a decline. 
held High-grade steers are getting near-record prices. That indicates strong 

gal by demand for the choicer cuts of beef--another sign of prosperous conditions. 

” was Coffee prices are in a Sharp advance. Coffee production is down because of 
k with poor crops in Brazil and Guatemala. Demand is up. Surplus coffee is gone. 
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Security prices also are showing strength. Stock markets are more active. 

All along the line there are indications of basic strength in business. 
Strike damage won't seriously impair that strength. Aftereffect of strikes, in 
found fact, may be inflationary because of interruptions in the flow of production. 
etimes 
ntracts 
this as 
intain- 





Latest figures on employment and on factory pay rolls also show strength. 
Weekly earnings of factory workers average $55.64 in mid-September. That 
was close to the record high. A longer work week in most industries explains 











faith, the gain. But the longer work week also shows increased orders for goods. 
me Employment in industrial and commercial firms also reached a high for the 
“er year in mid-September. Total employment in these fields was near 43.5 million. 


op” is : 

-ustra- This figure does not include farm workers, domestics, or self-employed people. 
When the steel and coal strikes hit, business definitely appeared to be 

S, One poised for increased activity. Those basic conditions still prevail. 
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> that Farm income is one element that is expected to continue a downward trend. 























n the Cash receipts of farmers are likely to be 10 per cent lower in 1950 than 

it sec- this year. That's the official forecast of Bureau of Agricultural Economics. 
action Farm-product prices also are expected to undergo a 10 per cent decline. 

os The drop in receipts and prices is comparable to the drop from 1948 to 1949. 

it is Net income of farmers in 1950 is expected to fall more than 10 per cent. 

it the That's because production costs are not expected to go down as much as prices. 

Compared to all but recent years, however, the level of farm income in 1950 

fficers still will be high. Government price-support policy guarantees that. 

i BAE forecasts a level of general business activity slightly down from this 
viola year. Bureau expects the housing boom to lose momentum, auto demand to slacken, 
them private investment to decline. Rise in Government spending is not expected to 
ler to offset declines in other sectors. Many other economists, in Government and out 
— of it, take a different view--they look for an uptrend, not a downtrend. 

| Almost all appraisers agree 1950 will see no depression, no bad setback. 
ITU 

| em- When it comes to appraising farm prices, BAE cites this prospect: 


D. ae Hog prices are expected to be somewhat lower because of larger supplies. 

ee Cattle prices are expected to hold near 1949 levels. Demand is strong. 

ope Sheep and lambs are expected to be higher than other livestock. 

loyer, Milk prices are expected to average a bit lower in 1950 than in 1949, 
Eggs and chickens also are expected to have lower 1950 prices than 1949. 

Wool prices for domestic wools are expected to be near support levels. 
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TREND OF AMERICAN BUSINESS-- (Continued) 


Cotton prices are expected to be near support levels, too. 

Fruit prices will depend on supply. Demand for fruit is expected to stay 
at 1949 levels. Potato prices are to be above the reduced support level. 

Farm output is expected to be as large, over all, as in 1950. Production 
of wheat, corn, cotton and rice probably is to be cut through acreage controls. 
But livestock production is expected to increase in the year ahead. 











Profit margins of business corporations are undergoing a squeeze. 

Corporate profits, before taxes, fell 10 per cent from the first quarter of 
1949 to the second quarter. Third-quarter profits are down still further. 

Profit decline from first to second quarter was due to smaller margins. 
Sales volume in the same period of the year declined only fractionally. 

The trend discloses how unstable profits are. Rigid costs and a slight 
decline in prices can shave profits quickly. Commerce Department estimates the 
first-quarter profit rate at 29.4 billion dollars a year, second-quarter rate at 
26.4 billions a year. That's profits before taxes for all corporations. 











On an after-tax basis, profit rate fell from 17.9 billion dollars to 15.8 
billions. The rate was considerably below comparable periods in 1948, when 
prices were rising in a sales boom. A year ago, profit rate was 21.3 billions. 


A breakdown of the profit experience of corporations shows this: 

Manufacturing profits fell 17 per cent from quarter to quarter. Sharpest 
declines were in textiles, apparel, chemicals. Food and auto profits gained. 
Manufacturers' profits, over all, are running about 25 per cent under last year. 

Trading companies had a decline in profits of more than 10 per cent. 

Public utilities are earning larger profits than a year ago. 

Transportation companies are earning less, in the aggregate, than in 1948. 

Mining companies show a year-to-year and quarter-to-quarter profit drop. 

This profit trend is of interest to the Treasury. Lower profits mean lower 
revenue. Commerce estimates that the tax liability of U.S. corporations is 
running at 10.6 billions a year, against 15.7 billions last year. The drop in 
tax revenue iS more than half of the drop in profits after taxes. 

















Profit trend also should be of interest to the machine-tool industry. 

Cost cutting becomes important when profit margins begin to narrow. And 
the machine-tool industry contends that modern tools can cut deep into costs. 

Machine tools now in use are rather old. About four out of ten machine 
tools now in use are 10 years old or older. That's considered obsolete. 

Machine-tool industry, meanwhile, operates at only 30 per cent of capacity. 

The industry contends that U.S. producers are not taking advantage of the 
postwar improvements made in tools. Competition may speed up modernization. 
These conclusions are reached in a survey of machinery made for the Government 
by "American Machinist," trade journal for the machine-tool industry. 











Procurement policies of Government are getting the attention of the House 
antimonopoly committee, a subcommittee of the House Judiciary Committee. 

Large firms are suspected of having an edge in getting supply contracts. 

Small firms want more business, have the sympathy of Committee members. 

The inquiry is beginning with the civilian supply contracts, but will go 
into military contracts before the investigation ends. Basic idea is that, with 
Government the enormous buyer that it is, no business favorites should exist. 











Business borrowing continues to increase. Bank loans to business firms 
have risen for 1l straight weeks, now stand at 13.6 billion dollars. Most of 
the money is wanted for restocking inventories, which had been cut sharply. 

Consumer loans and real estate loans by banks also are increasing. 

Bank lending trends is another sign that business is getting more active. 
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TROUBLE FOR EXPORTS IN SIGHT 


Devaluation, End of Aid Can Mean Big Drop 


Effect of devaluation is mild 
so far, but U. S. business may yet 
be hit hard. 

Exports could drop 20 per cent 
or more by 1953. Marshall Plan 
guarantees markets now. Decline 
in 1949 and 1950 will be small. 

Imports, once foreign sellers 
get going, may produce stiff new 
competition, new price pressures 
in U. S. markets. 

Devaluation of foreign currencies is 
not producing the sudden upheaval in 
U.S. trade abroad that was forecast 
by some observers a few weeks ago. 

Exports are sliding off moderately, but 
foreign buyers are not turning their backs 
on American goods just because they cost 
more than they did before in terms of 
devalued currencies. 

Imports of foreign goods into this 
country have failed to show any marked 
change, either in the type of commodities 


or in volume of trade, since devaluation. 
Prices of raw materials and manufac- 
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tured goods affected by devaluation have 
not taken the nose dive that had been ex- 
pected by some persons, It had been sup- 
posed that prices of imported goods 
would drop in proportion to devaluation, 
and that prices of U.S. export commodi- 
ties would decline at home because of 
shrinking markets abroad. But most of 
the staple commodities that move in im- 
port or export trade have declined but 
little, if at all. In a few cases, prices 
have risen. 

U. S. markets abroad are not yet 
feeling the full effect of devaluation, and 
probably will not as long as this Govern- 
ment pours out dollars to make it easy 
for foreign countries to buy here. 

But U.S. business must be prepared for 
a gradual decline in sales to other coun- 
tries. The chart on this page provides an 
unofficial estimate of what is to happen 
to exports between now and 1953, the 
year after the Marshall Plan ends. 

In 1949, U.S. probably will sell about 
12.3 billion dollars’ worth of goods 
abroad. Before devaluation, exports this 
year had been running at an annual rate 
of 12.7 billions. 

In 1950, foreign markets for U.S. 
goods are likely to shrink to about 12.1 
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billion dollars. That represents a drop of 
only 1.6 percent below 1949 and 2.4 per 
cent below 1948. Buying by foreign coun- 
tries is to be supported in 1950 by con- 
tinued dollar aid, which will total more 
than 5 billion dollars. 

In 1951, exports are expected to drop 
to about 10.9 billion dollars. Marshall 
Plan aid, as now planned, will be declin- 
ing then, and U.S. sales abroad probably 
will decline in about the same proportion. 

In 1952, last year of the Marshall 
Plan, the foreign market for American 
goods probably will be no greater than 
9.9 billion dollars. By this time, countries 
that have devalued should be selling more 
goods to this country, so that they will 
be less dependent on dollar aid. 

In 1953, with the Marshall Plan fin- 
ished, the outside, world still may be able 
to buy as much as 9.8 billion dollars’ 
worth of U.S. goods. 

This estimate of U.S. sales abroad in 
1953 is made on the optimistic assump- 
tion that devaluation and the Marshall 
Plan together will have been successful. 
In other words, it assumes that internal 
economies in Europe and elsewhere will 
have been put in order, that prices abroad 
will have been kept in line, and that earn- 
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Right here in America we have the world’s 
greatest system of heavy-duty highways— 
steel highways that don’t cost the tax- 
payer a dime. 

These highways—the 383,000 miles of 
railroad track in the United States—are 
always at your service, in any season of 
the year, to carry you or your freight to 
any part of the continent. 


To improve these highways — and to 
add new and better cars and locomotives 
to serve you still better — the railroads 
have spent, since the close of the war, 
more than 3% billion dollars. 


And the more the ample capacity of 
these special steel highways is used to 
carry the commerce of the nation, the less 
the wear and damage on the public high- 
ways, the lower the cost of their repair 
and rebuilding—and the greater the 
safety and convenieuce with which you 
and your car can use them. 


Listen to THE RAILROAD HOUR 
Every Monday evening on NBC. 
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ings of other countries from their own ex. 
ports and other sources will have risen 
considerably from current levels. Many 
U. S. officials believe these things are pos. 
sible, now that some countries abroad are 
prepared to make a real bid for markets 
in this country. 

It also is assumed, in this export esti. 
mate for 1953, that U. S. business activity 
and incomes will continue at high levels. 
A depression here would make it hard for 
the world to earn dollars. 

If nations do not step up their dollar 
earnings as much as planned, then one 
of two things must happen: Either they 
must lower their sights on goods to be 
bought in U.S., or else this Government 
must come through with more dollar aid 
after the Marshall Plan. 

Even at 9.8 billion dollars, exports in 
1953 will be 20 per cent below the level 
now expected for 1949. Exports could 
drop much lower than that. 

At the moment, however, relatively few 
American business firms are feeling any 
severe loss of markets abroad. Nor has de- 
valuation produced very much effect so 
far in domestic markets. 

Prices of staple commodities, when 
examined in detail, illustrate the point 
that even the goods that figure heavily 
in import and export trade have not been 
affected to any great extent. 

Antimony has dropped in price more 
than any of the other sensitive commodi- 
ties affected by devaluation. Decline has 
been 16.9 per cent in five weeks. 

Sisal from East Africa is off 14.7 per 
cent. Lead is down 13.9 per cent, rubber 
11 per cent, and cottonseed oil 10.7 per 
cent. . 

Others show relatively small price de- 
clines. Tin is off 7.8 per cent, shellac 7.4 
per cent, zinc 6.5 per cent, lard 2.3 per 
cent, wool tops 1.8 per cent, and bur- 
lap 1.2 per cent. 

Hides have gone up 2.7 per cent in 
price since devaluation, and cocoa is up 
11.2 per cent. 

Among prices of manufactured goods, 
too, the effect of devaluation so far has 
been mild. Prices of British cars have been 
marked down by U.S. dealers, but not 
as much as the 30.5 per cent of the pound 
devaluation. French cognac is down in 
price. Scotch whisky has stayed about the 
same as before. 

The U.S. Tariff Commission reports 
few complaints from American business- 
men. This indicates that devaluation, to 
date, has not produced any great amount 
of new competition from abroad. 

Imports, five weeks after devaluation, 
still appear to be running behind last 
year. There has been some increase in 
recent weeks, but that is normal at this 
season and is not to be explained by de- 
valuation. 

A number of countries, notably Britain, 
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yre putting pressure on producers to sell 
more goods in this country. Efforts of this 
kind, however, are not to produce magic. 
The labor force already is fully employed 
in most countries that devalued, which 
means that there is little or no reserve to 
be hired for export production. Also, 
wages and costs are beginning to rise in 
some countries. That tends to reduce the 
incentive to export to this country. There 
gre stubborn problems in the way of for- 
eign efforts to sell here. Results from 
these efforts will come slowly. 

In years to come, however, some 
U.S. industries may have to face stiff 
foreign competition in this country and 
sharply reduced markets for American 
products abroad. 

New cuts in tariffs, coming on top of 
devaluation and a gradual reduction in 
the prices of foreign goods, could pro- 
duce a sizable increase in U.S. imports. 
American business as a whole would not 
be injured greatly by such an increase, 
because imports amount to less than 4 
per cent of this country’s production. 
However, a few industries—notably bev- 
erages, dairy products, tobacco, paper 
and textiles—might find themselves up 
against severe price pressure. 

Exports, until 1952, are guaranteed by 
U.S. Government aid under the Marshall 
Plan. When that program ends, and for- 
eign countries have to earn their own 
way, selling abroad may not be the auto- 
matic proposition it is now. Devaluation 
then may start bearing down on U.S. 
business. 





> Budget to be submitted to Congress 
next January by President Truman will 
be at least as high as the record peace- 
time budget he submitted last January. 
This is disclosed by persons in position 
to know. 

Congress then will be faced with a 
three-way choice, as it was in the session 
just ended: higher taxes, lower spending, 
or a budget deficit. Tax increases are un- 
likely. Spending cuts, if any, probably 
will be small. In the end, the choice may 
be another year of deficit spending. 


> Government loans to Kaiser-Frazer 
Corp. and a subsidiary to finance produc- 
tion and distribution of a new low-priced 
car now total 44.4 million dollars. Re- 
construction Finance Corp. first author- 
ized a loan of 34.4 million dollars for 
working capital and engineering, design- 
ing and retooling costs. Then it added 10 
million dollars for costs of distributing 
cars at the wholesale level. As collateral, 
RFC gets a first lien on all the physical 
assets of the company including its Wil- 
low Run plant. This property, RFC re- 
ports, has been appraised at more than 
58 million dollars. 
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Now you can get a STANDARD building 


to fit your precise requirements 
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Whether you use corrugated steel roof- 
ing and siding, for maximum economy — 








Or sath eee and built-up roof, in 
modern architectural styling, you get... 
© Lower Cost 
* Faster Erection 
¢ Longer Building Life 
© Less Maintenance 
by specifying 
















... and to fit your budget, too! 


No matter what type of single-story building 
you need, chances are you can get exactly 
what you want — faster, easier, and at lower 
cost—with Standard Buildings by Luria. 
For Luria has developed a complete line of 
permanent, heavy steel-frame buildings that 
offer you all the cost-saving advantages of 
standardization — yet can, in effect, be cus- 
tom built to your own specifications. 


And because you can select whatever type 
of collateral materials you want—from metal 
to masonry — Luria buildings can be custom 
tailored to fit your budget, too. But no mat- 
ter how much (or how little) you want to 
spend, Luria can give you more for your 
money — because the rugged, heavy struc- 
tural frame has been designed with more 
steel, in the form. of fewer and stronger 
members that require less fabrication and 
handling. This means longer building life, 
lower maintenance costs, and easier, more 
economical erection. 

So, before you ask for bids on your new 
building, be sure to get the complete story 
on Standard Buildings by Luria. The coupon 
below will bring you a copy of our 20-page 
catalog. 
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LURIA ENGINEERING CORPORATION Dept. U40 | 

STANDARD 500 Fifth Ave., New York 18, N. ¥. | 

BUILDINGS Gentlemen: Please send me a copy of your | 

BY new catalog. I am primarily interested in: | 

C1 Industrial Buildings [J Schools [] Airport Buildings 

C Other (specify) .... ——— | 

NAME | 

| 

COMPANY i. 

ADDRESS......... euekon 

CITY STATE l 

ee ee ae al 
DISTRICT OFFICES: ATLANTA, BOSTON, CHICAGO, PHILADELPHIA, PITTSBURGH, AND WASHINGTON, D. C. 
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NAPOLEON chose 
COURV ONSIEK | 


hg . This is the cognac of cognacs—superb—incomparable; an 


emperor's choice—veritably “the Brandy of Napoleon.” 


Noticeably unique flavor ... . Unchanging quality 


The Cranefy of Nopeloon 








REG. U. S. PAT. OFF. 
All Courvoisier Cognacs bear this registered phrase 


F-C=-G IMPORTERS, INC., N.Y.C. © SOLE AGENTS FOR U.S.A. * 84 PROOF 





e 
Moving doou? 

Surely you do not want fo miss even one 
copy of this up-to-the-minute-news maga- 
zine. Help us to keep you well-informed 
about the fast-moving news events of the 
world by sending us your change of ad- 
dress at least two weeks prior to the time 
the change is to become effective. And 
please send your old address as well as 
the new address to which this useful news 
magazine should be sent. Help us to serve 
you promptly. 


U. S. News & World Report 


Circulation Department 
435 Parker Ave. Dayton 1, Ohio 








FIND OUT 


INDUSTRY IS 









Write for This Free Sook! 
"New Industry Speaks’ 


Based on the statements of in- 
dustrialists who have recently 
established plants in Santa 
Clara County. Factual and 
free—but write on your busi- 
ness letterhead. 


Dept. U, San Jose Chamber of Commerce 
San Jose, California 








“MUST”? NEWS 





The Management Staff, the 
Production Staff, the Engi- 
neering Department, and the 
officials responsible for sales, 
distribution, and transporta- 
tion—these men and _ their 
assistants naturally are cover- 
to-cover readers of U.S. 
News & World Report be- 
cause they must keep in- 
formed on national and 
international trends—which 
today, more than ever, is 
“must” news. 


Advertising in this magazine 
gains prestige and importance 
when appearing next to this 
important “‘must”’ news. 


U. S. News & World Report 


Advertising Department 


30 Rockefeller Plaza New York 20, N. Y. 























MEN—and Women, too! 


EXEROW 


* 





YOUR 
HEALTH 
and 
FIGURE 


* 
RIDE and ROW THE BATTLE CREEK WAY! 


Balog mont efficient health-building rowing AND rid- 
ing! Natural HYDRAULIC pull of rowing plus benefits 
of horseback riding—adjusts for mild exercise or stren- 
uous workout as you wish. Rhythmic movement of 
handles, seat and dals “symmetrizes” and beautifies 
entire figure. EXEROW safely normalizes WEIGHT 
—improves HEALTH and sepenrencs. Direct factory 
price. Write for information TODAY. 


EQUIPMENT COMPANY 
BATTLE CREEK 3, MICH. 





News-Lines. 
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YOU CANNOT safely try to infly. 
ence your employes against shifting 
from one union to another. The National 
Labor Relations Board orders one em. 
ployer to stop interfering with his work. 
ers’ decision to transfer to a new union, 
The Board objects tu comments by com- 
pany officials and to an informal poll 
taken by the plant superintendent to find 
out whether employes favored an NLRB 
election being sought by the union. 


* * * 


YOU CAN sometimes negotiate a 
contract with a Government agency, 
without competitive bidding, if you are 
the only supplier in your locality and jf 
the agency cannot tell in advance the 
quantity and types of materials needed 
for a repair job. The General Accounting 
Office permits a federal agency to make 
a contract for materials without advertis- 
ing for bids under such circumstances. 


* * * 


YOU CAN, as a farmer, wait until 

next January 31 before making your 
first report to the Bureau of Internal 
Revenue on your income for 1949. The 
President signs a bill extending from 
January 15 to January 31 the deadline 
for farmers to file their income tax re- 
turns for the previous year and to pay 
the tax that is owed. If a farmer prefers, 
however, he still can file a tax declaration 
on January 15 and wait until March 15 to 
make his final return. 


* ‘ * * 
YOU CAN now buy Grade A fin 
from the Reconstruction Finance 
Corp. for 95 cents a pound. The agency 
announces a cut of 1 cent a pound in its 
New York price for this metal. 


* * * 


YOU CANNOT, as an employer, re- 

fuse to provide a union with certain 
wage information needed for collective 
bargaining. In taking this stand, NLRB 
says that the union cannot dictate the 
exact form in which the wage information 
is to be given. The employer is upheld 
in furnishing data on wages of individual 
workers orally, instead of in writing as 
requested by the union. 


* * * 


YOU CAN perhaps get recognition 

of a family parinership with your 
wife, for income tax purposes, even 
though she renders no service to the 
business and her capital contribution was 
traceable to a gift from you. The U.S. 
Tax Court upholds one partnership of 
this kind. In the case, the capital put 
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What you as a businessman CAN 
and CANNOT do as a result of federal 


court and administrative decisions 


into the business by the wife was traced 
to an unconditional gift by the husband 
of stock in a corporation that later was 
dissolved and replaced by the partnership. 


* * * 


YOU CAN perhaps get a special con- 

sideration in seeking a subcontract 
to supply goods or equipment for a 
military contract if your plant is located 
within a labor distress area. The Muni- 
tions Board is asking its contractors, 
wherever possible, to place subcontracts 
in areas Where unemployment is high. 


* * * 


YOU CANNOT, as manager ‘of a 
department store, always count on 
getting NLRB to place your sales and 
office workers in a single unit for collec- 
tive-bargaining purposes. Over the pro- 
tests of one employer, the Board puts 
the office workers of a store into a sep- 
arate unit. A separate election is called 
for to allow these employes to select their 
representative in collective bargaining. 


* * * 


YOU CANNOT, under a recent court 

decision, be required to pay the 
Government interest at the rate of 6 per 
cent on the amount of excessive profits 
determined to be due under your war 
contract. A federal district court finds 
that the Government is entitled to only 
2% per cent interest on the amount recov- 
ered under a renegotiated war contract. 


* * * 


YOU CAN, as an American traveler, 

returning from a short trip, bring into 
U.S. duty free $200 worth of purchases 
that you make abroad. The President 
signs a bill raising from $100 to $200 this 
exemption from duty under tariff laws. 


* * * 


YOU CAN express your views at a 

public hearing on Government pro- 
posals to change the procedures on issu- 
ing noncompetitive oil and gas leases 
on public lands. The Secretary of the 
Interior calls for a hearing on the sub- 
ject to be held at Denver, Colo., on 
December 1. Advance statements may be 
filed with the Bureau of Land Manage- 
ment office in Denver up to November 30. 





Conclusions expressed in these paragraphs 
are based upon decisions and rulings of 
courts and Government bureaus. In making 
their decisions, courts and bureaus consider 
many facts which, for reasons of space, can- 
not be set forth in detail. U.S. News & 
Wor_p REporT, on written request, will 
refer interested readers to sources of this 
basic material. 
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Wheres your car 





Red Ball Information Service tells you — and 


tells you fast about your cars moving Santa Fe! 


Quick and dependable information about movement of freight is 
important to shippers that must make marketing and warehous- 
ing plans to the exact time of arrival of cars at their destination. 


To provide this Red Ball Information Service, Santa Fe main- 
tains more than 300,000 wire-miles of telephone, telegraph, and 
teletype circuits, which handle millions of long-distance calls 


and telegrams a year. 


This up-to-the-minute information is 
just one big reason why you will find 
it profitable to ship “Santa Fe—all the 
way.” For a copy of our Red Ball Infor- 
mation folder and more details on how 
we cam serve you, see your Santa Fe 
freight representative. 


F. H. ROCKWELL 
General Freight Traffic Manager 
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We'oe Been Aslkeals 


HOW GIFTS CAN CUT ESTATE TAXES 


This is the time to think about whether 
to make gifts in 1949, in order to save 
future estate taxes. Gifts are one way of 
holding down the size of an estate so that 
it won't be taxed so much. 

The Treasury next year intends to press 
for a bigger tax on estates. Under one 
plan, there would be both a tax on an 
estate and an inheritance tax to be paid 
by those receiving shares of the estate. 
That would take a larger slice out of many 
estates, if Congress should go along with 
the plan. 

In addition, the Treasury would like to 
get a higher tax on gifts. Tax rates on 
gifts have not been changed this year, but 
changes last year increased the opportu- 
nity to make tax-free gifts. Because both 
estate and gift taxes may be raised next 
year, or later, many individuals may be 
able to save by making gifts before the 
end of the year. Small gifts, as well as 
small estates, do not call for any tax at all. 


How much can be given away with- 
out paying a tax? 

There really are two exemptions that ap- 
ply on gift taxes. First, every person gets 
a gift-tax exemption of $30,000. That can 
all be used up in one year, or it can be 
spread over a lifetime. In addition, there’s 
a $3,000 annual exemption, which is 
known in official tax language as a tax 
“exclusion.” That means that a person can 
give away in any year up to $3,000, to 
each of any number of people, without 
paying a tax. Thus, a man who had not 
used up any of his exemptions could give 
$33,000 to another person in a year with- 
out a tax. He usually could give his wife 
more than that tax free. 


Does a man have to pay a tax on 
gifts to his wife, too? 

Yes, in many cases. But, in general, hus- 
bands now can give their wives twice as 
much, tax free, as they could before 1948. 
Changes ~ re written into tax laws last 
year to put on a more equal footing the 
tax treatment of husbands and wives in 
community-property States and in other 
States. This was an extension of the prin- 
ciple of income splitting by husbands and 
wives, for tax purposes. That is, a hus- 
band and wife usually get a “marital de- 
duction” on one half of the amount given 
each other. But to get this, the gift must 
be outright, with no strings attached. 


How much, then, can a husband give 
his wife tax free? 

That can be shown by taking the ‘case of 

a man who has made no earlier taxable 

gifts. He now can give his wife $66,000 

at one time without having to pay a tax. 
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That’s because only half of the amount 
given by a husband to his wife, or by a 
wife to her husband, is considered a gift, 
for tax purposes. After the first $66,000, 
this man could give his wife $6,000 a 
year tax free. A larger amount would call 
for a tax. 


This does not mean, however, that every 
time a man gives his wife money or other 
property he is making a “gift,” for tax 
purposes. There’s no gift involved when 
he hands over to her money for running 
the house or for other operating expenses, 
or for clothes and such things. He is re- 
quired by law to support her. But there 
are many border-line cases, such as the 
gift of an expensive fur coat or jewelry. 
These cases often require the opinion of 
a tax expert or a lawyer—or the courts— 
to determine whether a taxable gift has 
been made. The same situation often 
arises when a person makes expensive 
gifts to his sons or daughters. Gift taxes 
sometimes must be paid. 


Suppose a husband buys savings 
bonds in both names? Is that a 
gift? 

It is. The U. S. Tax Court has ruled that 
where a husband, with his own money, 
buys savings bonds jointly in his name 
and his wife’s, a gift is made. That’s true, 
according to the Court, even though the 
husband himself later cashes in the bonds 
and gets back all the money. The wife, ac- 
cording to the Court, then can hold the 
husband accountable for her share of the 
proceeds from the bonds. 


What if a man buys a home in his 
wife's name? 

That, too, is considered a gift if he puts 
up all of the money. And one half of the 
amount paid would be subject to gift tax, 
if the amount is large enough to require 
a tax, after all exemptions are taken into 
consideration. 


How about a gift to a third person, 
by a husband or wife? 

Here, again, a married person has an ad- 
vantage over an unmarried one. The gift 
can be treated as coming one half from 
the husband and one half from the wife, 
even though only one of them actually 
gives anything. Thus, a married man, who 
hasn’t used up any of his exemptions, 
could give $66,000 in one year to his 
child, or to anyone else. There would be 
no gift tax if the wife consented to treat- 
ment of half of the gift as coming from 
her. In this case, an unmarried man or a 
divorced man or a widower could give 
away only $33,000 without tax. 


Is a wife liable for the tax on a hus- 
band’s gifts? 

She is, if she consents to treating half of 

the gift as coming from her. That consent 

must be given by her when she signs a 

gift-tax return with her husband. After 

that, either can be held liable for the tax. 


When are tax returns filed? 

The same day as income tax returns-— 
March 15, following the year in which 
gifts are made. 


What gifts must be reported? 

A tax return is supposed to be filed in any 
year when a person makes one or more 
individual gifts of more than $3,000, even 
though no tax is owed. In addition, gifts 
of more than $3,000 to a charitable in- 
stitution, which usually are not taxable, 
must be reported. A gift of less than 
$3,000 need not as a rule be reported. 


Must the person receiving a gift file 
a return? 

Yes. He’s supposed to do so if the gift is 

more than $3,000. Furthermore, if a tax 

is owed and is not paid by the donor, the 

person receiving the gift can be held 

liable for the tax. 


How much is the tax? 

There’s a sliding scale for gift taxes. It 
starts at 24 per cent for the smallest tax- 
able gift and rises to 57% per cent in the 
highest bracket. The tax is figured on a 
cumulative basis. That is, gifts in previous 
years are taken into consideration in figur- 
ing the tax for one year. As total gifts 
over the years rise, the tax rate usually 
goes up too. 


What records should be kept? 

A person making—or planning to make- 
large gifts should keep complete and up- 
to-date records of all gifts. These records 
should show the exact size of donations 
and amount of gift tax paid in each year. 
Complete records become more impor- 
tant as the total amounts of gifts, and of 
taxes paid, increase. The records also may 
have an important bearing later on the 
size of the tax to be paid on an estate. 


Many persons, thus, will want to decide 
soon whether to make gifts to members of 
their families, or to others, before the end 
of 1949. They may wish to use up this 
year’s $3,000 tax “exclusions.” These can- 
not be carried over from year to year if 
not used. Furthermore, they must con- 
sider the possibility of increases in gift- 
tax and estate-tax rates. If these rates are 
raised, it may cost more to make large 
gifts, or leave big estates, in the future. 
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PARIS....LONDON....OTTAWA.... 


>> Batch of new remedies for Western Europe's economic troubles are under the 
microscope in Paris. Washington wants to doctor up the Marshall Plan. 

Brain trusts of the ECA and Western European countries are discussing some 
novel proposals to give European recovery another shot in the arm. Here's the 
way things look to the economic experts in Paris: 

Production in Western Europe generally is 20 per cent above 1938 levels. 
But. there hasn't been much gain in recent months. Things seem stalled. 

Devaluations give the Marshall Plan countries a better chance at selling 
their goods in dollar markets. But, to do this, costs must be kept down and 
productivity must go up. Incentives and pressure must be brought to bear. 

ECA now proposes to get tough, to pass out Marshall Plan dollars not so 
much on the basis of need as of merit. Countries keeping costs down and hiking 
productivity will get the big share of dollar aid. 

Greater competition between Western European countries will keep them on 
their toes. That's behind the plan of the ECA. Idea is this: 

Groups of Western European countries should band together to boost trade. 
They should lower import restrictions on each other's products, as France, 
Italy, Belgium and Britain have done recently. Tariff barriers ought to be 
reduced for mutual benefit and to promote greater competition. 

Exchange rates within such groups should be allowed to move freely. 

The International Monetary Fund now will permit France, Italy, Belgium and 
the Netherlands to manipulate their currencies within limits. This would allow 
freer play to currencies within this group, helping their trade with each other. 


























>> Paris meeting is also going over these more novel proposals: 

A Western European clearing union for pooling monetary reserves through a 
sort of Federal Reserve system; 

A common currency to be used within Western Europe but not outside it; 

A common agricultural body to pool improvements and resources; 

A productivity council to pool technical information and improvements. 

Some of these are not full-blown plans. Details often are hazy. Objec- 
tions from all sides will be many. Nobody expects fast action. 

Drift, general direction of these proposals, is the thing to watch. 

European countries are beginning to realize they can't lean on the U.S. 
forever. They have got to lean on each other. ECA is trying to drum this in. 
ECA's Paul Hoffman is pushing for some sort of European union. 

His fear is that, if Western Europe doesn't make some dramatic move toward 
self-help in the next few months, it will be pretty hard to sell the U.S. Con- 
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BUSINESS AROUND THE WORLD-- (Continued) 
gress on another large appropriation for Marshall Plan aid next year. 


>> At long last, the British Government seems prepared to move in a dozen 
different ways to attack the dollar problem. Here are the main angles of attack 
laid out by Sir Stafford Cripps in the last week or so: 

Imports from the dollar area are to be cut to an annual rate of 1.2 billion 
dollars. This is the 25 per cent cut started last summer. These imports won't 
be cut any more than this. Britain can't get along with less. - Chief cuts will 
be in food, tobacco, metals and timber. U.S. and Canada are affected most. 

Exports for dollars are to be stimulated in various ways, aside from 
devaluation. Exporters will get financial help from the Government. Exports 
to several other areas will be played down. There will be no more British loans 
to other countries. Releases against sterling debts will be scaled down. 

Moving more British workers into export industries is being considered more 
actively. Labor Government has been reluctant to push workers around this way. 
But now budget cuts in housing and Government services will create idle workers. 
Whether bricklayers and civil servants make good factory hands is a question. 

Inflation at home has to be attacked. Otherwise, costs of exports will get 
out of hand and home demands for goods will be too big. Budget cuts, just 
announced, are the chief weapons against inflation. But are they big enough? 

Keeping wages down is a problem not Squarely faced yet by Cripps. Several 
big unions, including the steelworkers, have wages tied to the retail price 
index. This is going up. Will these unions get raises, but not other workers? 
As food subsidies are cut back, wage problem will get worse.. Cripps still 
hasn't thought up any real incentives to make the British people work harder to 

















produce and sell more. That could be the Achilles' heel of the British program. 


>> Don't overlook the effects of Britain's export drive in Canada..... 
Canadian dollars look just as good to the British as American dollars. 
Canadian market is a lot easier for British exporters to crack than the 
American. Tradition and preferential tariffs are part of the reason. 
Even before the devaluations, Canadians were buying half again as much from 
Britain as the Americans. That's not generally realized. 
Now, after the devaluations, Canadians find British goods cheaper, American 
goods more expensive. Switch from American to British sources already is be- 
ginning. You see it eSpecially in iron and steel products, textiles, crockery, 














woolens, automobiles, chemicals and machinery. 

Bigger play now will be made for the Canadian market by British makers of 
such things as pharmaceuticals, paints, construction and mining equipment. 

British share of the Canadian market in these and some other lines has 
fallen off since prewar days. American manufacturers have stepped in. 

In 1939, Britain accounted for 15 per cent of Canada's total imports. Now 
her share is less than 12 per cent. There's room for a build-up. 

Capital expenditures in Canada this year are running about 3.4 billion 
dollars. And they will continue high for years to come, as more of Canada's 
natural resources are developed. British exporters of capital equipment expect 
to give their American competitors quite a battle for this Canadian business. 

The British have an advantage because the Canadians now must go easy with 
their U.S. dollars. Imports of American goods into Canada have to be watched 
rather carefully. Call will go to British goods, other things being equal. 
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INDICATORS OF BUSINESS ACTIVITY 


ably warm weather, which has re- 


Strikes in the steel and coal industries ’ 
Manufacturers Purchases duced sales of winter clothing; and 


are cutting more deeply into the 
level of business activity, but the Of Copper Zinc and Lead from general uneasiness over what 
stock market is buoyant and busi- : effect the strikes will have upon 
ness purchases for inventory con- | "MOUSAND Tons other jobs. 
tinue at a good rate. Stock prices, ignoring the strikes, 
The steel industry scheduled oper- climbed to 190.36 on the Dow- 
ations at only 9 per cent of capacity Jones industrial averages on October 
in the week ended October 29—the 27, a new high for this year, 18 per 
fourth week of the strike—compared cent above the June low. Public 
with 9.3 the previous week. participation in the market is grow- 
Layoffs, measured by new claims for ing. Beginning in October, the pub- 
unemployment compensation, rose lic bought more shares than it sold 
to 326,937 in the week ended Octo- for the first time since early June. 
ber 22, up 16 per cent from the pre- Paper-box and container manufac- 
vious week. The number was the turers are buying paperboard at a 
largest since the midsummer low in rate about 8 per cent above a year 
business activity. Thirty States ago. This reflects manufacturers’ 
blamed the steel strike for some lay- shipments of consumer soft goods at 
offs: in 25 States, the coal strike was a high rate. 
mentioned. Manufacturers of ma- 1948 Nonferrous metals are still being 
chinery and auto parts, foundries bought actively by manufacturers, 
and various metalworking plants Commerce Dept. 949. By ' even though the shortage of steel 
laid off workers for lack of steel. will temporarily reduce consumption 
Electric-power output fell 2.2 per Factory output, reflecting the cut in of other metals by cutting produc- 
cent below a year ago, the sharpest steel output, has fallen to 156 on tion of autos, electrical machinery 
decline from a year earlier since the the indicator below, lowest since and other metal products. In Sep- 
war. In the central industrial States, February, 1946, when an earlier tember, purchases of copper, lead 
output fell 10.9 per cent below last steel strike reduced the level to 154. and zinc had rebounded almost to 
Depariment-store sales in October the average level of 1948. 
Prices of industrial raw materials are 
steady as business demand holds. 




















year. 

Carloadings of manufactured goods, averaged about 270 on the indica- 
including steel, dropped to a point tor below. That is 7 per cent below 
24.9 per cent below a vear ago, September and the lowest in three — Effect of the strikes has been to inter- 
compared with 24.1 below the pre- years. Sales for the week ended rupt the autumn recovery. Once the 
vious week and 13 below just before October 22 fell 30 per cent below a strikes are settled, business activity 
the steel strike. In the Allegheny vear ago in Pittsburgh, 27 below in may be expected to regain the 
District, which includes the Penn- Birmingham. Sales were 14 per ground lost during the strikes and 
sylvania_ steel area, loadings of cent below for the U.S. as a whole. rise to a higher level as inventories 
manufactured goods fell nearly 50 The dip in sales results from the of steel and metal products are 
per cent below last year. strikes and layoffs; from unseason- built up again. 
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Whispers. 





Evidence of Nazi Underground . . . Army Argument, 
For More Money .. . Bevin Plea: No Favors to Tito 


President Truman didn’t really have 
a concrete tax plan in mind when he 
implied he would call for higher taxes 
in 1950. Actually, no top advisers to 
the White House and no tax-writing 
congressional committees expect that 
a tax increase will come next year. 


© & -* 


Lowell B. Mason, acting chairman of 
the Federal Trade Commission, may 
gain influence in that body, now that 
President Truman has appointed two 
nonlawyers in John Carson and 
James M. Mead. Mr. Mason has 
criticized the Commission for being 
too legalistic. The new Commission- 
ers may go along with him. 


K -f 8 


Charles F. Brannan, Secretary of 
Agriculture, faces a dilemma in try- 
ing to press his plan that would keep 
farmers’ incomes high, food prices 
low. He can’t push the Brannan plan 
too hard without seeming to criticize 
the mew support program _ just 
adopted by Congress, which now is 
an accepted Democratic Party pro- 
gram. 


xk * 


Foes of the Brannan plan in Congress 
executed a little-noticed maneuver in 
which they succeeded in taking away 
from the Secretary of Agriculture the 
power he already had to make direct 
subsidy payments to farmers. The pro- 
vision for such payments, included in 
the Hope-Aiken Act of 1948, was de- 
leted in the new farm legislation. 


x * * 


President Truman has invoked the in- 
junction provisions of the Taft-Hart- 
ley Act twice against John L. Lewis 
and the coal miners, but he has 
hesitated to do it again. Reason is 
that he could scarcely use the Act 
against Mr. Lewis and not against 
Philip Murray of the Steelworkers, 
and he hasn’t wanted to push Mr. 
Murray. 


kkk 
Gen. J]. Lawton Collins, Army Chief 
of Staff, is letting it be known that the 


56 


Army, not the Navy, is getting the 
short end of current military-budget 
planning. He claims the Army will 
have to do most of the fighting in 
the event another war comes, but 
that most of the money goes to the 
other services. 


% te o® 


U.S. military planners are taking a 
fresh look at Soviet industrial capac- 
ity. Having miscalculated on Russia’s 
ability to make the atom bomb, they 
are wondering if they haven’t made 
other miscalculations, too. 


& &-® 


The State Department was the un- 
witting cause of the latest rumor that 
the United States planned to devalue 
the dollar. The Department made 
anonymous inquiries about purchas- 
ing 14.5 million dollars’ worth of 
Swiss francs, which gave rise to world- 
wide rumors that banks were hedg- 
ing against a coming devaluation of 
the dollar. State Department wanted 
the francs to settle a Swiss war- 
damage claim. 


xk k ®& 


Democrats in Oregon are paying 
close attention to Republicans who 
hope to defeat Senator Wayne Morse 
in next year’s party primaries. They 
believe that Senator Morse is the only 
Republican in the State who can get 
the labor vote. So Democrats, who 
want to get the labor vote for them- 
selves, hope the State Republican or- 
ganization will remove him as a can- 
didate. 


x *k * 


Paul G. Hoffman, ECA Administra- 
tor, went to Europe to try to convince 
Marshall Plan beneficiaries that Con- 
gress may make rather deep cuts in 
next year’s appropriation unless they 
show more positive results toward 
solving the dollar problem by their 
own efforts. 


Kk & & 


John J. McCloy, United States High 
Commissioner for Germany, is giv- 
ing a thorough shake-up to the oc- 


cupation organization left behind} 
Gen. Lucius D. Clay. So many g 

cials have resigned or have been fig 
that Mr. McCloy is having to reeg 
a new staff of American experts. 


x & ¥ 


A Nazi underground organization} 
suspected of putting pressure on 
West German Government to sob 
to the anti-semitic and _ nationaligl 
programs of the Hitler regime. 
man police have intercepted 
than 4,000 propaganda letters aim 
at the new Government. They @ 
convinced the letters come from 


well-organized group. a 


x k & 


Americans in Paris find the ave 

Frenchman not only calm but 1 
interested in the political merry-{ 
round in France. To Americans’ 

tonishment, few Frenchmen seem 
care who the new Premier is, or 
long he will stay in office. . 


xk & 


Ernest Bevin, Britain’s Foreign 
retary, thinks Secretary of St 
Acheson was unwise to support Yu 
slavia for a place on the United 
tions Security Council. Mr. B 
recalls that Marshal Tito now fh 
switched twice and thinks Westé 
nations should go slow in handif 
out favors. 


* 2 *¥ 


U.S. refugees coming out of Chil 
ridicule the idea that U.S. natio 
will be able to do business under C 
nese Communists. The main Comm 
nist propaganda theme is anti-U. 
and Chinese businessmen, as a res 
are wary of trying to make tr 
deals with Americans. 


* & 


Chiang Kai-shek, Chinese National 
Generalissimo, is expected to be ti 
vited to form a government-in-em 
in Korea, if and when Commu 

forces complete the conquest 

China. Advisers of South Kore 
President Syngman Rhee are suggéi 
ing the move. 
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Shake test of Plymouth instrument panel—practical imagination at work at Chrysler Corporation 


"Send a few million bumps,” they ordered! 


That Plymouth instrument panel is 
going for a ride on the “boneshaker” 
—a machine which gives it more pun- 
ishment in a day than it would get in 
years of actual driving. 

Our engineers developed the ma- 
chine to test the various parts of our 
cars—-to make sure you will enjoy 
quiet, vibration-free riding in the new 
Plymouth, Dodge, DeSoto and 
Chrysler. 

These great cars are designed from 
the ground up to “soak up” road 
shocks. But our engineers wanted 
extra assurance that parts would stay 
snug and tight. 

So one by one they put every part 
on the “boneshaker’”— doors, cowls, 


PRACTICA! 


Airtemp Cooling, Heating, Refrigeration 


MbMileon BUILDS QUIETER CARS FOR YOU 


Chrysler Marine & Industrial Engines 


instrument panels, fenders and body 
panels... even mufflers. The machine 
shakes them thousands of times a 
minute — millions of times a day — 
while electric measuring devices 
(colored yellow in the picture) guide 
the way to improvements, 

This “boneshaker” helped us de- 
velop new and better designs for many 
parts . . . new and stronger methods 
of construction . . . so our cars stay 
quiet and keep their “‘solid”’ feel 
through years of use. 

This test is another example of the 
way we use practical imagination to 
build cars that give you more motor- 
ing enjoyment and more real value. 
Our dealers will be glad to show you 


PLYMOUTH 


Dodge Job-Rated Trucks 


Oilite Powdered Metai Products 


the many advances that make the new 
Plymouth, Dodge, DeSoto and Chrysler 
the greatest values of all. 


Cobbles and car tracks make a ''washboard"’ road— 
but the new Plymouth, Dodge, DeSoto and Chrysler 
are designed to ''take it.'' These great cars ‘soak 
up" road shocks — and each part is designed and 
built for smooth, quiet driving. 


CHRYSLER CORPORATION 


DODGE 


DE SOTO CHRYSLER 


Mopar Parts & Accessories Cycleweld 
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—WITH SPEED AND COMFORT 


In all railroad thinking, in every phase of 
operation, safety is first. The technology of 


railroading is first the technology of safety. 


Railroads, recognizing from the beginning 
that the possibility of accident is inherent in 
any operation involving movement, have 
always made “Safety First’ the controlling 
watchword in every phase of railroad research 


and development. 


And so, wooden passenger and freight cars gave 


way to sturdy steel...the roadbed became safer 


as it became more lasting... the rails themselves 
grew safer as they grew in strength! The air 
brake, signal systems, today’s train telephones 


.. all better, yes, but more important... all safer! 


This safety consciousness has paid off. Rail- 
road travel is the safest of all forms of trans- 
portation. It has become progressively safer 


year after year. 


For the future the railroads have set their 
sights on many goals. But safety, as always, 


will be first and foremost. 


® PENNSYLVANIA RAILROAD 


Go by train in Safety—with speed and comfort 





